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I. Summary or Report 


The economic analysis undertaken to explore the appropriate 
increase in the minimum wage may be summarized as follows: 

(1) The cost of living as indicated by the Bureau of Labor Statistics 
Consumer Price Index increased by 13.6 percent from January 1950 
to March 1955. Special computations made by the Bureau of Labor 
Statistics at the request of the Subcommittee on Labor indicate that 
the cost of living for low-income families increased by 14.1 percent 
during the same period of time. 

(2) Productivity per man-hour has changed at different rates in 
different sectors of the economy. The rate most applicable to the 
industries protected by the Fair Labor Standards Act varied between 
a 19.2-percent and a 20.8-percent increase from January 1950 through 
June 1955. 

(3) Combining the increases in the cost of living and in productivity 
per man-hour we arrive at the following range for adjustment of 
minimum wages: 


Percent 
dt Labi h ath ane iuitebensinclabend 13. 6-14. 1 
ie al ale Dian ee heen dl) bi dtatialc th dae tigen esgindepiomr iia 19. 2-20. 8 
OOP SONU 20! Dest i lt bee tul alain 32. 8-34. 9 
Oe elicits ba ek ete. oe bh. dk ho o oes bute 35. 4-37. 8 


These percentages applied to the 75-cent minimum rate which became 
effective in January 1950 give an adjustment range (1) from $0.996 to 
$1.01 with a midpoint of $1 an hour, assuming no interrelationship 
between the cost of living and productivity, (2) from $1.016 to $1.034 
with a midpoint of $1.025 under the more realistic assumption of an 
interaction between these two factors. 

These rates do not take into consideration increases in productivity 
per man-hour between July 1, 1955, and January 1, 1956, the effective 
date of the amendment. These changes are expected to average 
between 1 and 2 percent. Nor do they consider possible changes in 
the cost of living, which, however, are likely to be negligible during 
the next 6 months. 

(4) The increase to $1 amounts to an increase in the wage bill 
of covered industries of $500 to $600 million on an annual basis. 
The average increase in the wage bill amounts to seven-tenths of 
1 percent, whereas the impact on specific industries varies from close 
to 0 to 18 percent. However, the maximum possible impact in terms 
of retail value is about 4 percent in the case of southern sawmilling 
and less than 2 percent in the case of the three other low-wage indus- 
tries examined (work clothing; men’s and boys’ dress shirts; men’s 
seamless hosiery). 

(5) The percentage direct increases in the wage bill of key low- 
wage industries such as (a) southern sawmills, (6) men’s dress shirts 
and nightwear, and (c) work clothing are closer to the 1950 percentage 
increases than would be the relative direct increase caused by an 
increase of the minimum to 90 cents as proposed by the administra- 
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tion. This statement contradicts the allegation of the Department 
of Labor—that the impact of a 90-cent rate would be equal to that of 
75 cents in 1950—but it is based on the data presented by the Depart- 
ment. The maximum detrimental impact on employment and earn- 
ings that could possibly have been attributed to the 1950 increase of the 
minimum was less than one-twentieth of 1 percent of the number of 
employees covered by the act and less than 1 percent of the number 
of workers who received wage increases. Most people who examine 
the evidence submitted will agree that the actual impact was much 
smaller. 

(6) The increase to $1 is considerably less than the hourly rate nec- 
essary to maintain a “minimum standard of living necessary for 
health, efficiency, and general well-being of workers.’”’ The concept 
of a minimum has never been clearly defined. In particular there 
has never been any clear understanding whether a statutory minimum 
wage should provide for a family of a certain size. The language of 
the act, however, leaves no doubt that provision should be made for 
more than a temporary or a biological minimum. Moreover, few 
people would argue that a statutory minimum wage should be less 
than adequate to provide for a simple budget of a single person with- 
out dependents. The hourly rate necessary to accomplish this would 
be $1.15 an hour on the hypothetical assumption that the person is 
employed 40 hours a week and 52 weeks a year. Taking into con- 
sideration the actual average work experience of a manufacturing 
worker in 1954 (which is 1,800 hours a year) the hourly wage neces- 
sary is $1.28 an hour. These figures correspond to median values of 
13 official State budgets for women computed for purposes of mini- 
mum-wage legislation. Taking the Bureau of Labor Statistics City 
Worker Family Budget as a basis, the hypothetical wage rate would 
be $2.13, and the wage rate based on actual average work experience 
in 1953 would amount to $2.37. ; 

(7) A minimum wage of $1 not only falls short of the main objective 
of the Fair Labor Standards Act. It is also an inadequate expression 
of the increase in the standard of living of the average manufacturing 
worker since original enactment of the act. In 1938 the gross average 
hourly earnings in low-wage industries subject to the act as well as 
in those not subject to the act amounted to 43 cents; the corresponding 
figure for high-wage industries was 89 cents. By 1954 low-wage 
industries not subject to the act increased their rate by 65 cents, 
those subject to the Act by 87 cents, and workers in high-wage indus- 
tries increased their earnings by $1.40. This shows that, while the 
relative position of the low-wage industries subject to the act has 
somewhat improved, the absolute difference in the standard of living 
of low-wage and high-wage industrial workers has broadened. Since 
people live on dollars and cents and not on percentage increases, 
this is a factor which should be taken into consideration in further 
legislation. 

(8) The increase of the statutory minimum wage to $1 is insufficient 
(a) in terms of its failure to take into consideration absolute changes 
in the wage level, (6) in terms of the inadequate basis on which it is 
computed, (c) in terms of our potential capacity to increase our stand- 
ard of living and (d) in terms of the main objective of the Fair Labor 
Standards Act. However, it is the highest rate which could be 
justified as a lump-sum adjustment without creating the risk of 
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“substantially curtailing employment or earning power’’ in some 
industries affected by such an increase. 

(9) The economic situation in Puerto Rico and in the Virgin Islands 
is quite different from that on the mainland, in Hawaii, Alaska, etc. 
While the average hourly wage in manufacturing on the mainland was 
$1.81 in 1954, it amounted to 55.4 cents in Puerto Rico (April 1954). 
Minimum wages, furthermore, tend much more to be prevailing 
wages in Puerto Rico than they do in other parts of the United States. 
Puerto Rico and the Virgin Islands should therefore continue to in- 
crease their wages by the industry committee procedure. However, 
because these committees have not functioned adequately in the past, 
this procedure should be streamlined and be made more effective. 
Furthermore, in order to correct for the deficiencies of the past, 
definite goals should be set for the initial increase and for a miaimum 
goal to be achieved no later than 2 years from the effective date of any 
increase in the national minimum wage which may be adopted by the 
Congress. The formula proposed tries to cushion the first impact, 
give the greatest possible support to the industry committee procedure 
and make sure that there are neither delays, nor detrimental effects 
due to unforeseeable hardships. 

A thorough study of the wage structure of Puerto Rico ia connection 
with its development program would be most useful for further 
legislation. 

(10) Generally speaking, the experience with the Fair Labor 
Standards Act during the past 16 years demonstrates clearly that 
serious attention should be given to various possible methods allowing 
more frequent but smaller adjustments in the statutory minimum 
wage. The objectives of the act might be achieved more quickly 
while the impact of adjustments on specific industries could be cush- 
ioned. In order to explore possibilities in this direction the Secretary 
of Labor should be directed to make specific recommendations to 
Congress in regard to future necessary increases in the statutory 
minimum wage. The criteria to be used for such recommendations 
should be (a) changes in the cost of living, (6) productivity in manu- 
facturing industries, (c) general wage level in manufacturing, (d) ability 
of industry to absorb increases in the statutory minimum wage, and 
(e) whatever other factors the Secretary may deem to be significant, 








II. $1 Minimum Wace: Criterta Usep ror its DrTeRMINATION 


In recommending an increase of the minimum wage from 75 cents 
to $1 an hour, the criteria prescribed or necessitated by the objectives 
of the Fair Labor Standards Act have been taken into consideration. 

The original act—and there has been no change of basic objectives 
in the various amendments of the act—was intended to eliminate 
‘labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being 
of workers.”’ It considered such conditions detrimental (a) for their 
own sake and (6) as “an unfair method of competition in commerce.” 
Its major objective is “to correct and as rapidly as practicable to elim- 
inate the conditions ‘detrimental to such a standard of living’ without 
substantially curtailing employment or earning power.” ! 

The basic objectives of the act make it unmistakably clear that 

“standard of living” is one major criterion to be taken into considera- 
tion, while factors influencing “employment and earning power’’ are 
another major criterion in implementing the act. A closer analysis 
of these two sets of general criteria, however, indicates that they are 
general guides for policy rather than specific indicators of adjustments 
necessary to implement the objectives of the act. 

The act, for example, does not specify whether the standard of living 
is that of a single worker, of a couple, or of a family. If a minimum 
standard of health, efficiency and general well-being is to be provided 
for a family, the question as to the size of that family would also re- 
main to be answered. Furthermore, there is an area of judgment as 
to the nature of this “minimum,” though disagreement on this basis 
is likely to be less than a first scrutiny of such a concept might indicate. 

Avoidance of substantial curtailment of employment and earning 
power is also a general criterion rather than a specific indicator. 
There may be a question of prediction as well as a question as to the 
magnitude and the kind of impact on employment and earning 
<< perammaas which must be considered ‘substantial’? in terms of 
the act. 

Any economic analysis of the possible detrimental effects of mini- 
mum wages must critically deal with these problems. It must, 
therefore, be based on a variety of economic indicators referring to 
(1) the economy as a whole; (2) specific industries and/or regions. 
Overall criteria—such as national income, employment, profits— 
cannot be neglected because of the all-pervading influence of the 
factors which they measure. And specific industry and regional 
factors are equally important because it is in certain industries and 
regions that the actual impact of minimum-wage legislation is felt 
most concretely. 

Besides exploring the present in the light of past history, it is also 
important to assess the future in terms of probable trends. The 
criteria to be used must, therefore, elucidate (a) the presently existing 


1 Fair Labor Standards Act of 1938, as amended, sec. 2. Emphasis added. 
4 
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economic situation in relation to the economic situation prevailing 
when the act was first enacted and when the act was amended; (0) 
the economic situation expected to prevail during the years when the 
proposed adjustment is showing its major effects. A failure to take 
into consideration the future as well as the past not only means living 
in the past. It also implies a lack of recognition that all economic 
changes and adjustments have a time dimension which lies ahead of us. 

All these factors will be at least touched upon in the ensuing analysis. 
However an important and clear distinction must be made between 
(1) criteria used in recommending a $1 minimum wage and (2) specific 
adjustment indices on which the $1 rate is based. 

Changes in the cost of living and in productivity per man-hour are 
the specific indices used. They are technical indices and do in no 
way delineate the scope of the factors taken into consideration in this 
analysis. The latter is based on a judicious evaluation of all the 
criteria mentioned above. This staff report will, therefore, largely 
deal with a discussion of_general criteria. But it will begin with a 
presentation of the technical basis for the $1 rate. 


CHANGES IN THE COST OF LIVING 


The 75-cent minimum wage went into effect on January 25, 1950. 
The Consumer Price Index increased by 13.6 percent between January 
1950 and March 1955.? 

The Consumer Price Index is based on an “index market basket”’ 
which is— 
an estimate of the goods and services bought by * * * wage earners, clerical 
workers * * * “moderate income” familes; thus the “index market basket’ 


does not reflect purchases of families at the lowest extremes of the income scale, 
who live at different levels of living.’ 


Differences between the cost of living of “moderate income’ and 
“low income”’ and salary earners are due to two factors: (1) different 
ratios of income spent for food, housing, clothing, etc., and (2) differ- 
ent price movements of the kinds of goods and services bought by 
these income groups. 

It has been catplitished by a special survey that the cost of living of 
certain groups of low-income wage earners increased more between 
1935 and 1944 than the increase indicated by the Consumer Price 
Index. During that period of time the groups of low-income wage 
earners included in the survey had to pay almost 40 percent over and 
above the increase in the cost of living of ‘‘moderate income’’ families.‘ 

Because of differential price changes ‘favoring’ low-income families 
and the inability to measure the second factor mentioned above, there 
is no evidence that the same relationship prevailed during the 
period 1949-54. 

3 See table 1 and graph 1. 

3 U. S. Department of Labor, Bureau of Labor Statistics; The Consumer Price Index, a short description 
of the index as revised, 1953, Washington 1953. 

4See Substandard Conditions of Living by research de ment, Textile Workers Union of America, 


CIO, New York, 1944, reprinted in Amending the Fair Labor Standards Act of 1938, Hearings Before the 
Subcommittee on Labor, United States Senate, 84th Cong., pt. 3, p. 1873. 
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TasLe 1.—Consumer Price Index, United States: All items and major groups, 1947 
forward—Series B-1 
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January_...-- 102.7| 101.4} 1027) 103.6] 103.3) 106 103.4 | 1024] 103.6 103. 2 
February...-- 101.6} 989] 1020) 103.7) 103.7| 106.9| 103.5 | 101.9 103.6 103. 2 
Pe once } 101.9); 99.8 101.4 | 103.6) 103.9 107.5 | 103.8 101.9 104. 1 103. 0 
RT ads oc enick | 102.1 | 100.4} 100.6] 103.3] 104.2) 107.9| 103.9] 101.6] 1043 103. 1 
BR etpicys- | 101.8] 100.2] 100.0) 1028) 1045) 1086 | 103.8] 101.3 | 103.9 103. 0 
cine nakat | 102.0 101.1 99. 5 102.7 | 104.8 108.0 | 1040) 101.2 103. 9 103. 2 
Deh cknt eon | 10L4 99.9 98. 5 102. 7 105. 0 108. 3 104.2) 101.0 104.0 103. 1 
August....__-| 101.6 100. 3 98. 0 102.6 | 105.2 109. 4 104.4 | 100.7 104. 1 103. 6 
September_..| 102.1 101.1 97.9 103.2 | 105.7; 109.4; 104.5) 100.8 104.8 104.0 
October---.-- 101.5} 99.3] 97.6) 103.5 | 106.1 | 109.9| 1044) 100.5) 1048 104. 0 
November...| 101.6 | 99.4] 97.4] 103.9] 106.6 | 109.8| 1044 | 100.3] 103.9 103. 9 
December_-..| 101.0 | 97.7 | 97.1 | 1042) 107.0] 110.3 | 1049] 100.1} 1043 104. 0 
1950—A verage.-___- | 1028} 101.2} 981/ 1061) 1088)! 111.3} 1060] 101.1] 103.4 105. 2 
January.....- | 100.6 97.0 96.7 | 104.4) 107.5 | 110.2] 105.0 99.4 | 104.3 103. 9 
February----- |} 100.4 96. 5 96. 7 104.6 | 107.7 110.0 105. 0 99.2 104.6 103. 9 
March...-.-..- | 100.7 97.3 96. 8 104. 6 107.8 | 109.8 105. 1 99. 1 104. 4 103. 9 
Agee 223+ | 100.8 97.7 | 96.7) 104.7) 108.1) 109.6 | 105.1 99.1 | 104.0 103. 8 
MAT a. Acsass | 101.3} 989) 96.5) 1047) 1085) 110.1 | 105.3/| 99.0} 103.8 103.9 
Pe iieinnicaeh 101.8 100.5 | 96.5 104.9 | 108.7 109.9 | 105.4 99.2 102. 5 103. 7 
Satis: ci iL | 102.9] 103.1 96.4 | 105.3 | 100.1 | 111.2| 105.6| 99.5) 101.7 104. 1 
August.......| 103.7 103.9 97.1 106. 1 | 109.3 | 112.4 106, 0 100.8 | 101.9 106. 3 
September_..| 104.4 | 104.0] 99.2] 107.1 | 109.5] 112.7] 107.0! 101.3 102.7 106. 8 
October... -- 105. 0 104.3 100. 9 108. 1 109. 6 112.6 107.1 103.3 103. 0 107.1 
November...|} 105.5 104.4 101. 6 108. 8 110.0 | 112.9 107.4 106. 1 103. 6 107.4 
December-_...| 106.9 107.1 102.2 | 109.4 110.4 114.1) 108.0 107.4 | 104.1 107.9 
1951—Average.....| 111.0} 112.6 | 1069] 1124) 131] 184 | 111.1 | 110.5} 106.5 | 1097 
January......| 108.6 | 109.9| 103.8| 110.4/| 110.6] 114.7] 1085) 1098! 105.6] 108.4 
February_...| 109.9 111.9} 105.6) 111.2! 111.3] 115.8) 108.9 | 110.6) 106.4/ 108.7 
March... ___- | 110.3} 112.0} 106.2| 111.7) 111.9} 1169] 109.9] 110.7| 107.0 108. 9 
A I 110.4 111.7 106. 4 111.9 112.2 117.2 110.3 | 110.7 107.3 109. 0 
Bee cecic. 110.9 112.6 106.6 112.2 112.5 117.6 110.7 | 110.8 | 107.3 109. 2 
SS 110.8 112.3 106.6 112.3 112.7 | 117.5) 111.0 110.8 106. 5 109.1 
July. ......--| 110.9} 1127] 106.3) 112.6] 113.1 | 117.8] 111.0] 110.6| 1066] 109.1 
August.......| 110.9| 1124] 106.4] 1126] 113.6] 1187/ 111.2 110.4 | 106.4] 109.1 
September...| 111.6 | 112.5] 109.3) 1129) 1142) 119.7] 111.8] 110.0} 105.8 109. 6 
October _____. | Ts 113. 5 109. 2 113.2 | 114.8 120.5 | 112.6 | 110.0 | 105.9 109. 6 
November.../ 112.8 | 114.6] 108.5 | 113.7 | 115.4| 1221] 113.1] 1106] 1063] 1124 
December....| 113.1 | 115.0 108.1 | 113.9) 115.6) 122.2] 1143) 111.1] 106.5 112.8 











See footnotes at end of table, p. 7. 
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TABLE 1.—Consumer Price Index, United States: All items and major groups, 194 
forward—Series B-1—Continued 
TT a an See) CCT = 
| Housing | trans-| Medi-| Per- |, Read- || Other 








i 

1947 to date All Food Ap NT eh porta- | cal sonal ing and) goods 

items | | | éten | ense care | recrea-| and 
Total?! Rent | tion | services 
1952—Average......; 113.5 114.6 105. 8 | 114.6 | 117.9 126. 2 117.2 111.8 107.0 115.4 
January...... 113.1 | 1150); 107.0) 113.9!) 1160) 1228) 1147! 111.0)! 107.2 113.2 
February._.. 112.4| 1126] 106.8 114.0 | 116.4 | 123.7; 1148) LILI 106.6; 1144 
March....-... } 112.4 | 112.7 106.4 | 114.0 / 116.7) 124.4) 115.7) 111.0 106.3) 114.8 
April.....----} 112.9} 129/| 1060) 140) 1169) 1248) 115.9) 13) 1062) 115.2 
May-........| 113.0; 1143 | 105.8 | 114.0 117.4 125.1 | 116.1 111.6 | 106.2 115. 8 
June......... | 3.4) 46) 105.6) 1140) 117.6) 1263) 117.8) 17) 1068) 115.7 
July. ....----) M41 | 068) 105.3) 144) 117.9) 1268) 180, 111.9) 107.0 116.0 
August.......;. 114.3 116.6} 105.1) 1146) 1182) 127.0) 181) 112.1) 107.0 115.9 


September... 114.1 | 115.4) 105.8) 1148) LIB3 127.7 | UBS) M21) 107.3 115.9 





























October......| 1142] 115.0) 105.6) 115.2) 1188/ 1284) 1189/ 1123) 107.6) 115.8 
November_.-| 114.3 115.0} 105.2) 115.7) 110.5} 1289/ 1189) 112.4) 107.4| 115.8 
December_...| 114.1 | 113.8! 105.1) 116.4) 120.7) 128.9 | od 6 112.5 | 108.0) 115.9 
1953—A verage______| 114. 4 | 112.8 | 1048 | 117.7 124.1 | 1207) 121.3) 112.8 | ~ 108.0 118.2 
Jenuaky —_o24 118.9 | 113.1 | 104.6) 116.4) 121.1) 1203) 1194) 1124) 107.8 115.9 
February 113.4} 121.5) 1046) 1166) 121.5) 120.1) 1103) 192.5) 107.5 115.8 
March. ____.- | 113.6 } 211.7} 104.7} 116.8 | 121.7! 129.3) 119.5} 112.4) 107.7 117.5 
April.........) 113.7 | 111.5 | 1046! 117.0) 122.1) 120.4) 1290.2) 1125) 107.9 117.9 
May....- _-| 114.0] 112.1} 104.7} ..117.1 | 123.0! 129.4)| 120.7/ 112.8} 108.0 118. 0 
June......... 114.5) 113.7) 1046) 117.4! 123.3, 1294) 121.1} 112.6) 107.8 118.2 
July.........|..114.7 | 113.8 |. 104.4} 117.8}. 123.8). 120.7)..121.5) 112.6) 107.4 118.3 
August...___. 115.0) 1141 | 1043) 118.0) 125.1) 130.6) 121.8) 112.7) 107.6 1184 
September_..| 115.2 | 113.8) 105.3) 1184) 126.0) 130.7) 122.6 > 1129) 107.8 118. 5 
October -| 115.4! 113.6! 105.5 | 1987/ 1268] 130.7) 122.8) 1132) 1086 119.7 
November. _- 115.0 112.0 105. 5 118.9 127.3 130.1 123.3 113.4 108. 9 120.2 
December..... 114.9 | 112.3 | 105.3 | 118.9 | 127.6 | 128.9 | 123.6 | 113.6 | 108.9 | 120.3 
1954—! 14.8 | 112.6 | 104.3 | 119.1 | 128.5) 128. 0 125.2 1134!| 107.0! 120.1 
15.2 | 113.1 | 104.9) 118.8) 127.8) 130.5 | 1237) 1137| 1087 120.3 
115.0} 112.6) 1047/ 1189) 127.9! 1204) 1281) 113.9) 1080 120.2 
114.8 | 112.1) 1043) 119.0) 1280) 129.0) 1244) 1141) 1082 120.1 
114.6 | 112.4 | 104.1 118.5 | 128.2) 1201) 1249! 112.9) 106.5 120.2 
115.0 | 113.3} 104.2) 118.9 | 1283) 1291 125.1) 113.0) 106.4 120.1 
115.1 | 113.8 | 1042) 1189) 1283) 1289 125.1) 112.7) 1064) 120.1 
r | 15.2 | 114.6) 1040) 119.0) 128.5 | 126.7 | 125.2) 113.3 | 107.0 120.3 
August_..__- | 115.0 | 113.9 | 103.7 | 119.2 128.6) 126.6 | 125.5) 113.4) 106.6 120. 2 
September...| 114.7 | 112.4| 104.3) 119.5) 1288] 1264 | 125.7/ 113.5] 106.5 120.1 
October......| 114.5} 111.8| 1046] 119.5) 129.0) 125.0) 125.9) 113.4) 106.9 120. 1 
November...) 114.6| 111.1} 104.6) 119.5) 129.2) 127.6) 126.1 | 113.8) 106.8 120.0 
December....| 114.3} 110.4} 104.3 119.7} 129.4 | 127.3 126.3 | 113.6 | 106.6 119.9 
1955—A verage..____|_......- eed Scie Fe acc laraceshal 
January... ... | 114.3} 110.6) 103.3) 119.6) 120.5) 127.6) 126.5) 113.7} 106.9 111.9 
February. .... 114.3 | 110.8 | 103.4) 119.6) 129.7) 127.4 | 126.8 | 113.5 | 106.4 119.8 





1 The OPI, formerly calculated on the base (1935-39= 100), has been conv erted | to the new base (1047-49= 
100) in compliance with recommendations of the U. 8. Bureau of the Budget, Office of Statistical Standards. 
Index series on the new base for “all items’’, food and rent, are available for periods from 1913 to date; indexes 
for other groups from January 1947 to date. Beginning January 1953 the index structure has been revised. 
(See February 1953 issue of the Monthly Labor Review.) 

2 The housing index includes rents, fuels, electricity and refrigeration, housefurnishings and household 
operation. Beginning January 1953 the housing index includes the purchase price of homes. 
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GRAPH 1 


CONSUMER PRICE INDEX 
ALL CITIES 
MAJOR GROUPS, 1950-1955 
1947-497100 


* includes rent, home purchase and 
other home owner costs, gos and 
slectricity, fuels, houseturnishings 


OTHER GOODS 
AND SERVICES* 


UNITED STATES DEPARTMENT OF LABOR 
QUREAU OF LABOR STATISTICS Dota through December 1954 
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At the request of the Subcommittee on Labor, the Bureau of Labor 
Statistics made a special computation of the “Increase in consumer 
prices for low-income families January 1950—-March 1955.’ * The 
estimates presented to the subcommittee are based on differences in 
the relative amount of income spent for food, housing, ete. The 
moderate-income family on which the Consumer Price Index is based 
spent, for example, 32.4 percent of its total expenditures for food, the 
low-income family spent 40.8 percent. The low-income family also 
spent a greater relative amount for housing—29.3 percent as compared 
to 26.6 percent for the moderate-income family. Difference in the 
price movements of the kind of goods and services bought by low- 
income families as compared with moderate-income families could not 
be taken into consideration in this study since no data were available. 

The more detailed and hence more reliable estimate of the Bureau 
of Labor Statistics showed an increase in the cost of living of 14.1 
percent for low-income families from January 1950 to March 1955. 

In the absence of any further evidence, it is suggested that the 
subcommittee take the range between 13.6 percent and 14.1 percent as 
indicative of the increase in the cost of living of families covered by the 
Fair Labor Standards Act. 


CHANGES IN PRODUCTIVITY PER MAN-HOUR 


Productivity data and trends are in many ways important for 
minimum-wage legislation. It is a widespread assumption that low 
wages are due to low productivity and it is generally acknowledged 
that the interrelationships between productivity changes and wage 
adjustments are of crucial significance. 

Measurement of productivity per man-hour, however, is a difficult 
problem, and the Bureau of Labor Statistics has not published such 
figures for major sectors of the economy since 1940. The most recent 
summary of productivity per man-hour data published by the Bureau 
shows productivity increases for selected industries for the period 
1939-53. According to these data, output per man-hour increased 
during this period within a wide range from 2.4 percent in primary 
smelting and refining of copper, lead, and zine to 187.8 percent for 
rayon and other synthetic fibers. 

These figures demonstrate a fact which could easily be supported 
by further evidence, namely, that there are significant differences of 
productivity per man-hour among different industries. 


5 See Amending the Fair Labor Standards Act of 1938, hearings before the Subcommittee on Labor, 
United States Senate, 84th Cong., pt. 3, pp. 1503 ff. 
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Table 2 also shows that man-hour productivity changes in the same 
or in any combination of industries do not take place smoothly but are 
marked by accelerations, retardations, and even declines from year to 
year. This, however, is not necessarily a reflection of erratic changes 
in the productivity of labor as such. It is not even necessarily a 
result of uneven introduction of technological improvements. A brief 
list of factors which may affect productivity indexes will show clearly 
the variety of circumstances which may account for these movements: 

(1) Shifts in the proportion of intermediate products consumed 
in @ particular industry. 

(2) Shifts in the real volume of input of factors of production 
other than labor relative to labor input. 

(3) Relative shift of labor from one industry to another. 

(4) Relative capacity use. 

In order to minimize errors arising out of the possible impact of 
these factors, it is suggested that the subcommittee use trend data for 
larger sectors of the economy. As a general rule, productivity data 
become the more reliable, the longer the period of time for which 
they are computed and the more inclusive the industry or group of 
industries which are included in a productivity index. However, 
even trend data for such large groups as manufacturing are subject 
to qualifications because of the unusually long and deep-seated de- 
pression of the thirties. Since capacity use affects productivity data, 
a trend which includes the period of the great depression will give 
lower productivity data than a trend which excludes years of greatest 
cyclical decline. 

These qualifications have to be kept in mind in reviewing the changes 
in productivity during the period under consideration. 

Table 3 shows “minimum” productivity trends. 


TABLE 3.—Man-hour productivity trends in various sectors of the economy 











Industry group [Time pertoa| Percent per year 
Production workers in manufacturing - - - ---- AS Spd terete gin nina 1947-54 | o Over 3.5. 
All manufacturing _- Ripper ick Aes 1947-54 | Over 3. 
Production workers in mantufacturing... Sea SLI SS | 1933-54 | Approximately 3. 
All manufacturing... --. lke | 1933-54 | Approximately 2.5. 
Private sector of the economy - 1940-53 okie Slightly under 3. 





It is interesting to note that man-hour productivity increases vary 
between 2.5 and 3.5 percent a year—depending upon the industry 
group and the time period. As mentioned above, data including the 
depression give lower increases than data for the last 7 or even 10 years. 
Since man-hour productivity has been increasing very steeply during 
. the past few years, the trend data listed above underestimate the 
increases in man-hour productivity between January 1950 and March 
1955. For manufacturing, for example, a yearly increase of over 
3.5 percent for production workers and over 3 percent for all manu- 
facturing wage and salary earners is undoubtedly an understatement 
rather than an overstatement. 

The next question arises as to which of these productivity trends is 
most applicable for minimum wage problems. 
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In September 1953 the workers protected by the Fair Labor Stand- 
ards Act were distributed among various industries as follows: 


Percent 

Manufacturing, mining, construction... ......<- .<<--<<cecececu eeu ene 70. 1 
Transportation, communication, and utilities__..................-_-.-. 14.3 
Wholesale, retail, finance service, ete_____---_- den Sebee es eesti 15. 6 
nil cineca) cickanis actlabbinchpelice temepedcieronwn tant 100. 0 


Productivity increases in transportation, communication and 
utilities have been greater than in manufacturing, mining and con- 
struction whereas productivity increases in wholesale, retail, finance, 
service, etc., have been smaller than in manufacturing. 

The absence of any official recent productivity data makes it im- 
possible to say whether these factors would just about balance or 
whether the higher-than-manufacturing productivity group (which 
amounts to about 15 percent) had productivity increases which were 
smaller or greater than those of the lower-than-manufacturing pro- 
ductivity group (also about 15 percent). 

Another question arises as to whether productivity data for produc- 
tion workers in manufacturing should be used or whether the data for 
all of manufacturing are more appropriate. In view of the large 
exemption of professional, executive and administrative employees 
use of the data for all of manufacturing would undoubtedly under- 
state relevant productivity increases. 

Carefully weighing all these factors, it is suggested that a range 
between 3.25 percent a year and 3.5 percent is indicative of a “con- 
servative”’ increase in man-hour productivity since 1949. The com- 
pound increase for the 5-year period from January 1950 through 
June 1955 ranges, therefore, from 19.2 percent to 20.8 percent. 


Cost of living and man-hour productivity changes combined 


Applicable range of changes in the cost of living, January 1950—March 1955, 13.6 
to 14.1 percent. 

Applicable range of change of productivity, Jenuazy 1950—June 30, 1955, 19.2 to 
20.8 percent. 

Applicable adjustment range assuming no interrelationship between cost of living 
and productivity, 32.8 to 34.9 percent. 

Adjustment percentages applied to the 75-cent base, $0.996 to $1.01 range, with 
a midpoint of $1. 

Actual applicable adjustment range for minimum wage as of June 30, 1955, 35.4 
to 37.8 percent. 

Adjustment percentage applied to the 75-cent base, $1.016 to $1.034 ae a with 
a midpoint of $1.025. 


These figures show that a minimum wage of $1.025 would be fully 
justified on the basis of the changes in the cost of living and produc- 
tivity per man-hour between January 1950 and March resp. June 
1955. However, in view of the analysis of the impact of an increase 
of the minimum wage to specified rates, the $1.00 rate is suggested for 
an immediate adjustment. 


Ill. Tue Impact or a $1 Minimum WaGeE 


The application of the two major adjustment indices used shows 
the basis on which it is suggested that the subcommittee should 
support a $1 minimum wage. But it does not indicate why these 
indices rather than other available indices such as budget figures 
should be used and what general criteria should be taken into con- 
sideration in making this decision. However, before this question 
can be discussed, the data which were used to determine the impact 
of minimum wages must be presented. 

The number, the industrial composition, and the earnings of wage 
and salary earners directly affected by the recommended increase of 
the minimum wage to $1 are indicated in table 4. 


COVERAGE—FEDERAL LEGISLATION 


About 24 million persons, or about half of the 48 million wage and 
salary earners, were covered by the minimum-wage provisions of the 
Fair Labor Standards Act as of September 1953. (See table 4.) 

Most of the protected workers are in manufacturing industries 
(over 15 million persons). ‘Transportation, communication, and utili- 
ties follow at a considerable distance (almost 3% million persons). 
Wholesale trade accounts for over 1% million covered employees. 
Finance, insurance, and real estate is the only other nonmanufacturing 
group oe more than 1 million covered employees. (See col. 3 of 
table 4. 

Almost 14 million wage and salary earners are at present not con- 
sidered to be engaged in interstate commerce and hence are not pro- 
tected by the Fair Labor Standards Act. The largest single group— 
over 5% million—are in retail trade. Service and related industries 
not otherwise classified rank next with almost 3 million people. 
Domestic service follows with slightly more than 2 million, and con- 
struction with slightly less than 2 million wage and salary earners. 
(See col. 5 of table 4.) 

Over 6 million wage and salary earners work in industries which are 
technically covered by the act but are specifically exempt by provisions 
of the act (mainly sec. 13 of the act). Agriculture, with somewhat 
less than 3 million wage and salary earners, is the major exemption. 
Retail trade, with somewhat more than a million employees, is next 
in line. Wholesale trade, with about 600,000, is well below the 
million mark. A more detailed list of exempt employees is presented 
in appendix ITI, table I. 
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GraPu 2 


STATUS OF WAGE AND SALARY EARNERS UNDER THE MINIMUM 
WAGE PROVISIONS OF THE FAIR LABOR STANDARDS ACT 
September 1953 
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Source: UNITED STATES DEPARTMENT OF LABOR 











16 AMENDMENT OF FAIR LABOR STANDARDS ACT OF 1938 


A little over 4 million executive, administrative, and professional 
employees are listed separately. (See col. 7 of table 4.) 

The relative number of wage and salary earners in each industry 
— who are (a) covered and protected, (6) not covered, (c) covered 

ut exempt, is shown in columns 2, 4, 6, 8, and 10 of table 4 and 
graph 2. In manufacturing, for example, about 90 percent are cov- 
ered (col. 4), in construction about 70 percent are not covered (col. 
6), and in retail trade, etc., almost 15 percent are covered but exempt 
by special provisions of the act. 


COVERAGE—STATE LEGISLATION 


A total of 5,316,000 wage and salary earners are subject to State 
minimum-wage laws or orders that have been established or revised 
since 1945. Acts passed and not revised since that time must be 
considered ineffective. 

1,760,000 are subject to both a State minimum and to the Fair 
Labor Standards Act. 
3,556,000 are not subject to the Fair Labor Standards Act.° 


EFFECT ON EARNINGS 


As table 5 shows, 2,100,000 workers were earning less than $1 an 
hour as of April 1954; 1,600,000 of these are in manufacturing. 

These numbers equal 8.7 percent of the total number of workers 
covered by the Fair Labor Standards Act and 10.2 percent of the 
total number of production workers in manufacturing. Percentages 
of workers who earned less than $1 in April 1954, and who are, there- 
fore, likely to get increases in their rate vary greatly depending upon 
the branch of industry and the regional division. In durable manu- 
facturing industries 6.1 percent of the workers are below $1, in non- 
durable, 15.7 percent. In the Far West 1.8 percent are below $1; in 
the Middle West, 4.1 percent; in the Northeast, 8.0 percent; and in 
the South, 28.2 percent. (See table 5. For definition of regions, see 
appendix III, table II. See also graph 3.) 

The relative number of workers earning less than 90 cents an hour 
is considerably smaller. In manufacturing, 6.5 percent of the pro- 
duction workers receive less than 90 cents an hour. In durable goods 
industries, 4.1 percent are below 90 cents, in nondurable, 9.7. About 
one-fifth of the production workers in the South (20.2 percent) are 
below 90 cents. 

As we move above a dollar, these percentages increase. Over one- 
fifth of all the workers covered by the act earn less than $1.25; in 
manufacturing, 22.4 percent of the production workers are below that 
rate. In nondurable goods industries the percentage increases to 35, 
and in the South exactly one-half of all production workers in manu- 
facturing earn less than $1.25. 


6 U.S. Department of Labor, Wage and Hour Division, mimeographed release WH 55-628. 
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As graph 3 shows there is also a differential between men and 
women workers. In the country as a whole, 6.0 percent of men and 
23.4 percent of women production workers in manufacturing earn 
less than $1 an hour. e corresponding percentages for a 90-cent 
rate are: 4.0 percent (men) and 14.2 percent (women). For a $1.25 
rate, the percentages amount to 13.4 percent for men and 51.0 percent 
for women production workers in manufacturing. 


TABLE 6.—Industry groups with estimated percentage of production workers with 
hourly earnings under $1, 1953 
[Only industries with more than 1 percent of workers under $1 are listed] 
Bint nn ccs cc cchsneednbdeecet Oil beeen > << — a | 
30. 9 
Leather and leather products a 26. 1 
Tobacco manufacturing 
anaes manufacturing industries___.....__._- 


All manufacturing 

Textile 

Furniture 

Printing, publishing, and allied industries_._.___ .--__--_- 
Chemical and allied industries 

Stone, clay, and glass 

Paper an allied industries 

Professional, scientific, and controlling instruments, ete 
Fabricated metal p 

Products of petroleum and coal 


Source: U. 8S. Department of Labor, Wage and Hour Division. 
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Grappa 3 


PERCENT OF PRODUCTION WORKERS IN MANUFACTURING 
EARNING LESS THAN SPECIFIED WAGE RATES 
April 1954 
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The relative number of workers under $1 varies even more when 
specific manufacturing industries are considered. Tables 6 and 
list industries with relative number of workers below $1. 


TaBLe 5.—Effects of increases of the minimum wage to specified rates 


} 
| Number | Direet increase in 
‘of workers, the wage bill 


| who | Percentage of workers who would receive |-—----> > 
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Total covered by Fair Labor Stand- 


Production workers: 
Durable 
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Total manufacturing 
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ards Act... wsdl - enthend-ler 4 
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Durable goods___._.__- cari 
Nondurable goods__.._..__. 
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Total manufacturing. ____| 
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Total covered by Fair Labor Stand- 
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Total United States 
Total manufacturing 


1 
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Production workers: 
SE cee cis aawcncmaasih 
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$1.25: 
Total United States_____- 
Total manufacturing 





covered by Fair 
Standards Act 
Production workers: 
Durable goods 
Nondurable goods 
Northeast 





1 Not available. 
Source: Department of Labor, Wage and Hour Division. 
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TaBLe 7.—Manufacturing industries with 10 percent or more of production workers 
earning less than $1 per hour in April 1954! 











| Percent of 
= Industry tith Pvorkers 

ndustry title workers 

code earning 

| under $1 

| 
214 Tobacco stemming and redrying.......-......--.------------.-. sil aici eead ial 78.4 
243 nn RCE. 2 i... as cu sucencniiaeiierehhtnandante 50.9 
232 Men’s, youths’, boys’ furnishing, work clothing and allied garments............--.. | 49. 2 
287 i eon tesa puasonsaeniiantiiiammarnhicandns 40. 6 
396 Costume jewelry, costume nov elties, buttons, and miscellaneous notions (except | | 

i Lo al ates aibnn saris nde ouinainmeehiratakye Tamir asarson | 37.3 
244 3,2 DS ee ss ca remuennginomad dose pheasants 37.2 
234 Women’s, misses’, children’s and infants’ undergarments 33. 6 
7-8 | Fur goods and miscellaneous apparel and accessories_...........-.-- 33. 6 
203 Canning and preserving fruits, vegetables, and seafoods. ---- 32.0 
236 Coenen eee eee el enienelnintinwecnsscocsursensetiteceresness 32.0 
225 i oie all weed anand enareweerehesiaimieneenseonk 30. 4 
314 Sn al eielimtehtsehebunesocangqubinncosbsennoncensl 29.7 
209 Miscellaneous food preparations and kindred products_............- iecndinnadaaa wes 28. 2 
241 Logging camps and logging contractors --_-.............-..--------------- jpdlnasiinl 27.7 
288 ee Se ee OY | eee i caialinialacuube daudieaoones 26.9 
233 a atin ocoeduteeerseatipeesdnclgpamenanas 22.7 
207 ee SN eo cc nnsbunnccqrsstesencccengmionones 22.2 
251 Se Re, SE acennsicccscensdnbisiinenscuposecequeenhs Guin 17.9 
243 Millwork, plywood and prefabricated structural wood | asenanten i enfe arereneiniiaineniniaiiaaial 16.9 
202 Dairy produets ellie iain ee din aknnncundakhdahaserskiehwed 16.7 
204 IN ae ae pnw cenapeeneueubisnesenanl 15.4 
208 I I nc shins Crentemeonnet ine tthingnes> pdiniiniieaiemieconnpbiamaiatadaae 14.4 
397 Fabricated plastic products, not aN CII x... nn nn salenccsumnncs-oosee 12.5 
229 I led eng abuncwatiinsoorsibnabanaeee 12.3 
222-3 | Yarn and Gecadwovea teins deeddikbcssocetbcnnss éackkeabauenee satane 12.2 
205 EE ae. na aside dan eeteneoeecunmpnysemedsienneinie | 10.8 
398-9 | Miscellaneous manufacturing industries. -............--...---.-..--.-----.---------- 10.7 
231 Men’s, youths’, and boys’ suits, coats, and overcoats. ...........---.---.----------- 10.0 





1 Separate distributions of production workers by average hourly earnings were not available for 67 3-digit 
SIC industries, some of which may have 10 percent or more of their production workers earning less than 
$1 per hour in April 1954. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics. 
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Grapnu 4 


PERCENT OF PRODUCTION WORKERS WITH HOURLY EARNINGS 
LESS THAN ONE DOLLAR, IN MANUFACTURING INDUSTRIES 
April 1954 


PERCENT 
40 


Source: Exhibit C, UNITED STATES DEPARTMENT OF LABOR 


Table 6 and graph 4 illustrate the impact of a $1 minimum wage 
on broad industry classifications.’ The highest percentage of workers 
under $1 occurs in the lumber industry (38.8 percent). The industries 
in table 6 are ordered according to relative number of workers below 
$1. The apparel industry follows the lumber industry with 30.8 per- 
cent. Next in line are leather and leather products (26.1 percent), 
tobacco manufacturing (21.5 percent), miscellaneous manufacturing 
(18.1 percent), food (16.7 percent), textiles (14.6 percent) and furniture 
(14.6 percent). The overall average in manufacturing is 16.7 per- 
cent. All industries not mentioned above have less than 10 percent 
of their employees below $1. 

As should be expected, the range of percentage becomes wider as 
we examine smaller industry division. Table 7 presents data for 
subdivisions of the industries listed in table 6—so-called three-digit 
industries. ‘Tobacco stemming and redrying has the largest relative 
number of workers under $1, namely, 78.4 percent. Sawmills and 
planing mills follow with about half of their production workers earn- 
ing less than $1. Men’s and boys’ furnishings, work clothing, and 
fertilizer are in the 40-percent range. In custom jewelry, canning, 


? So-called two-digit industries according to the Standard Industrial Classification Manual, vol. I, pt. 1, 
Bureau of the Budget, November 1945. 
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and knitting between 30 and 37.3 percent of the production workers 
earn less than $1. Footwear, logging, and confectionary are in the 
20-percent group, while all other industry groups listed have between 
10 and 20 percent of their production workers below the $1 mark. 


IMPACT ON THE WAGE BILL 


A better understanding of the impact of a $1 rate is achieved by 
examining the effects of such an increase on the wage bill of the indus- 
tries concerned. Table 5 shows that the estimated direct increase in 
wages for all covered industries amounts to $560 million, and for 
manufacturing industries to $430 million. These dollar values equal 
0.7 percent of the total wage bill in covered employment and 0.8 per- 
cent of the wage bill in manufacturing industries. 

Before continuing the analysis, a few words must be said about the 
validity of these data. The estimates of the relative number of work- 
ers below $1 are based on a special survey made by the Bureau of Labor 
Statistics entitled “Factory Workers’ Earnings—Distribution by 
Straight-time Hourly Earnings, April 1954.” * This survey shows 
straight-time average hourly earnings of $1.68 for production workers 
in manufacturing, whereas the regular Employment and Earnings 
series published by the Department shows gross average hourly earn- 
ings of $1.80 in 1954. This difference is due partly to the expected 
difference between gross and net earnings, and partly to different 
sampling methods. The sample chosen for the special study seems 
better suited for purposes of determining the relative number of 
workers under specified wage rates since it gives less weight to larger 
plants. The special study on which the figures presented above are 
based gives, therefore, a valid basis for computing percentages with 
the following qualifications: , 

(1) It does not include shift differentials. This exclusion of shift 
differentials increases the relative number of workers under specified 
rates and overstates, therefore, the impact of an increase in the mini- 
mum wage. No exact estimate of the overestimate is possible. While 
varying from industry to industry, the overall effect is very small. 

(2) Wage rates changed since April 1954. Between March 1954 
and March 1955 wages in manufacturing increased about 6 cents. 
However, there are significant differences between various subgroups; 
in some industries—such as household apparel (—1 cent) and full 
fashioned hosiery (—6 cents)—-wages even declined slightly. But in 
such sensitive low-wage industries as southern sawmilling and planing 
mills gross average hourly earnings increased by 2 cents and in seamless 
hosiery (South) they increased by 3 cents. In tobacco—another 
low-wage industry—they increased by as much as 7 cents. The rela- 
tive number of workers who are below $1 in March 1955 is, therefore, 
overstated.® 

It must, therefore, be concluded that on the whole the data pre- 
sented in the survey made by the Department of Labor overstate the 
impact of an increase in the minimum. It does not seem advisable, 
however, to make any correction for these overstatements because 











8 Bulletin No, 1179, U. S. Department of Labor, Bureau of Labor Statistics, Washington, 1955. 

§ For data, see Amending the Fair Labor Standards Act of 1938. Hearings before the Subcommittee on 
Labor of the Committee on Labor and Public W elfare, U. 8. Senate, 84th Cong., Ist sess., pt..3,.pp.-1861, 
1862. 
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the Department of Labor uses these data only to determine the direct 
increase in the wage bill caused by minimum wages. The indirect 
effect is ignored in most computations. 

A detailed survey of the effects of minimum wage legislation—both 
Federal and State—since 1938 has shown that these indirect effects 
cannot be neglected. The findings are based on summary tables 
presented in appendix II. Suffice it to state here the main conclu- 
sion; namely that differentials are narrowed as a minimum wage goes 
into effect. However, a certain amount of pressure arises to maintain 
previously existing differentials, and some adjustments above the 
minimum are likely to become imperative. It is true that the whole 
increase in rates above the minimum occurring over a number of years 
cannot possibly be attributed to an increase in the minimum wage. 
But a fraction of such increases—amounting to about 10-20 percent of 
the direct effect of increases in the minimum—must be attributed to 
the latter. 

The 10-20 percent figure is an estimate. It is hoped that the 
ecopomic situation prevailing after the $1 increase goes into effect 
will be such as to allow the Wage and Hour and Public Contracts 
Division to carry through its research plans which it had to give up in 
1950. Only a control-experimental situation will make it possible to 
get more accurate information than is now available. As long as a 
general estimate has to suffice it does not seem meaningful to correct 
the estimated direct increase in wages for a small overstatement of 
the impact of minimum wages and then add an allowance for indirect 
increases with a range of error greater than the possible error in the 
estimated direct increase. However, it should be pointed out that 
the failure to correct the overestimate of direct increases in wages 
widens the margin which was allowed for the total increase in the 
wage bill. 

IMPACT ON PURCHASING POWER 


It should be recalled that the estimated direct increase in wages 
resulting from an increase of the minimum wage to $1 amounted to 
$560 million. The indirect increase would add another 56 to 112 
million dollars to the wage bill in covered industries. Even this 
addition leaves the relative increase in the wage bill in covered 
industries below the 1 percent mark. 

From the point of view of the economy as a whole an increase of 
less than 1 percent of the wage bill in covered employment is negli- 
gible. In 1954 the wage and salary bill in covered industries amounted 
to approximately $80 billion.” During the same year, the total 
compensation of employees was over $200 billion." 

The wage bill in covered employment equals, therefore, about 40 
percent of the total compensation of employees. The increase in 
wages and salaries due to the increase of the minimum to $1 amounts 
to about one-half of 1 percent of the total compensation of employees. 

Though small from a macroscopic point of view, the addition of 
about $650 million to the purchasing power of the low-income families 
is not unimportant. These families spend a very high percentage of 


10 See exhibit C, Wage and Hour Division. 
1! Economic Report to the President, January 1955, p. 145. 








24 AMENDMENT OF FAIR LABOR STANDARDS ACT OF 1938 


their income. As table 8 shows, expenditures for various expenditure 
groups increase in a fairly consistent pattern as income increases. 
An income of $1,500 corresponds to an hourly rate of 75 cents (assum- 
ing employment of 40 hours a week and 52 weeks a year). The 
table gives, therefore, accurate information about the additional 
expenditure which results from an increase in the minimum wage. 
Food expenditures would increase most; automobile transportation 
would benefit by less than half of the benefits accruing to the farmers, 
food processors, and distributors. Increased expenditures for 
clothing—almost equal to the increases for automobiles—would bene- 
fit the textile and apparel industries. Housefurnishings and equip- 
ment are also outstanding among the increased expenditures. Finally, 
housing would be in greater demand. 

The six-hundred-and-fifty-odd-million dollars added to purchasin 
power would benefit some of the low-wage industries whose wage bi 
would increase to a relatively large extent. This is a “favorable” 
influence partly counteracting what may be considered an “un- 
favorable’’ impact on the cost of these industries. 


TABLE 8.—Estimates of consumer expenditures among urban families with incomes 
of $1,500 and specified increments above $1,500 ' 


















































Average expenditure 
| 
4 | Corresponding to successive addi- 
Selected expenditure group at | Pee i ieetieee pr aid 
S210 eee enn aaa Tr 
$300 $200 $200 | $300 
i iad ei lat ache teed em ble bie pempipineeiiehe war $581 $82 $56 | $57 | $92 
et nt ete deihe anaes eeaee ip anacink crenmaccnnceseseeu sn | 286 15 9 | 9 12 
Fuel, light, refrigeration, and water__.______._...-.---.------- | 96 5 3 | 3 5 
ee IOI lf 83 | 8 6 | 6 | 8 
Housefurnishings and equipment.__....................-....-- 7 | 29 | 21 | 21 | 38 
SID 2 sn a tan se on keene wetcnenin CA. 151 32 22 22 33 
Women’s and girls’ outerwear--_-__.___._...----.---------_- 41 7 4 5 7 
Men’s and ‘boys’ outerwear... ...........-.-.-.----------- 23 8 6 5 9 
ARIES BER EIOIIO Bo ii wince inccdcpderenvnnpsinntloned | 71 36 28 28 42 
CC a ntere an rca 43 4 2 2 3 
cE eS a Pe eee ees et se ae 42 6 5 4 7 
RE I 66. das dine oa bdendsennnknenndeeag toh bhebos 97 10 8 8 12 
EL © deltas tiecdusstldtethan ddecdchscvshncbbhwchbeybh wel 52 9 6 6 6 
Bet tks oc 25 ook aatiednin banc sn ge pecemereikininatesud 16 3 2 1 4 
Total expenditures................-------------- bes | 1,674| 250| 176| 175 274 


1 These estimates were based on preliminary tabulations from the Bureau of Labor Statistics Survey of 
Consumer Expenditures in 1950. 
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IMPACT ON SPECIFIC INDUSTRIES AND REGIONS 


We have seen that the purchasing-power effect of an imcrease in 
minimum wages is relatively small when related to overall economic 
magnitudes, but becomes more significant when related to the demand 
for the products of specific industries. By the same token the impact 
on the wage bill is insignificant when related to the total amount of 
wages and salaries paid but becomes a matter for closer investigation 
when related to relatively small industry groups. 

Table 9 entitled “‘Four recently surveyed low-wage industries in 
which the wage bill would increase by more than 5 percent” gives a list 
of industries which have to bear the heaviest impact of an increase 
in the minimum wage. 

The following industries are involved: 

1. Southern sawmilling, with 84 percent of the workers below $1 
and an estimated direct increase in the wage bill of 18 percent, 

2. Work clothing, with an estimated 67 percent below $1 and an 
estimated increase in the direct wage bill of 11 percent. 

3. Men’s and boys’ dress shirts, with 46 percent of the workers 
below $1 and an estimated increase in the direct wage bill of 7 percent. 

4. Men’s seamless hosiery, with 45 percent of the workers below $1 
and an estimated increase in the direct wage bill of 6 percent. 

There is no question that these increases are impressive. In order 
to give as objective a picture as possible, 20 percent has been added 
to the direct increase in the wage bill in order to have an ample 
allowance for possible indirect increases in the wage bill. 

The ultimate impact of these increases, however, can only be 
determined by taking into consideration the percentage of labor cost 
in the value of sales in manufacturing (col. 5) as well as the estimated 
retail markup (col. 7). The final results show the hypothetical in- 
crease in price due to the increase in the wage bill, under the assump- 
tion that there are no compensating factors which would lower cost. 
The results given in column 9—which should be considered as giving 
an order of magnitude rather than precise data—show that in the case 
of southern sawmilling, a hypothetical price increase of about 4 
percent would absorb the 18 percent direct increase in the wage bill 
under the assumptions made. For work clothing, the price adjust- 
ment is about 2 percent for an 11 percent direct increase in the wage 
bill, in men’s and boys’ dress shirts and in men’s seamless hosiery 
the hypothetical price increase amounts to less than 2 percent. 

These percentages indicating the approximate impact of an increase 
of the minimum wage to one dollar must be considered as quite 
moderate. 


TABLE 10.—Recently surveyed southern low-wage industries in which the wage bill 
would increase by 5 percent or more 


Direct increase Direct increase 

in wage bill in wage biil 
only (percent) only (percent) 
Sawmills__...._..._.__._.....-..... 18} Candy and other confectionery_... 9 
Processed waste_____________-- . 15] Men’s seamless hosiery____------- 6 
ig eee ee 5 - BPO Oe, At 55 513i uccce | G 
Men’s and boys’ dress shirts_._.... 12| Footwear_._._......-..--------- 5 


Source: Department of Labor, Wage and Hour Division, exhibit C. 

Table 10 gives the relative increase in the wage bill in the southern 
industries which would be most strongly affected by an increase in 
the minimum wage. The range is the same as in table 9—from an 
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increase of over 5 percent to an 18-percent increase in the direct wage 
bill—since southern sawmilling is included in both tables. It may, 
therefore, be concluded that generally speaking, the southern indus- 
tries will not be more affected than the data just given have shown. 
However, the South as a region will be more strongly affected than 
other regions because of the greater concentration of low-wage 
industries in the South. 

Unfortunately no detailed regional analysis can be made within 
the scope of this report. The South has been mentioned repeatedly 
as an area in which increases in the minimum wage are most difficult 
to absorb. It is true that there is a considerably larger number of 
wage and salary earners below $1 in the South than in other regions 
of the country. (See above table 5.) But the South has demon- 
strated that it is able to make the adjustments while continuing to 
expand. The development of the South compares more than favor- 
ably with that of other regions in the country. Table 11 gives some 
data on regional growth wane show that the South is in the forefront 
of regional growth. Nonagricultural employment, electric-energy pro- 
duction, income payment to individuals, and new automobile regis- 
tration are above the national average in all southern regions (with 
the exception of the growth of income payments in the Bast South 
Central region which is slightly below the national average). In some 
instances these indices are far above the national average. 


TABLE 11.—Regional growth 


: | | 
Nonagri- Agri- | Electric Income | New auto- 
| 
| 


| cultural 
employ- 
ment t 


| payments 
to indi.» | mobile 
viduals | 


| Population energy 


production | registration 


185, 339 | 3, 167 
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Source: National Industrial Conference Board, March 1955. 
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These data are not meant to be in any way directly related to the 
impact of minimum wages. But they demonstrate the high rate of 
expansion that took place during a period when minimum w had 
their heaviest impact on the South as the Summary of the Effects of 
Minimum Wage Legislation, presented in appendix II clearly 
demonstrates.” 

Let us now return to the relative increase in the wage bill for the 
country as a whole. 

The Department of Labor, in defending the position of the adminis- 
tration advocating a 90-cent increase in the minimum wage, empha- 
sized strongly the impact of minimum wage on the low-wage sectors 
of the economy. There is no doubt that the ability of low-wage 
industries to absorb an increase in the statutory minimum wage is of 
crucial significance for evaluation of the feasibility of a wage increase. 

A careful examination of the available information is, therefore, 
indicated, particularly in view of the statement made by the Depart- 
ment that— 

In terms of the present economic situation as compared with Jamuary—March 

1950, the indicated direct wage impact of 90 cents is of equal magnitude to that of 
75 cents in 1950.% 
Such an allegation, however, is not even supported by the meager 
data submitted by the Department to substantiate it. The following 
figures are taken directly from the statement of the Department of 
Labor. (See also table 9 of this report.) 


TABLE 12.—Comparison of percent increases in the wage bill (direct effects only) 





Asaresult of | Asa result of As a result of 


the 75-cent-an- | the proposed 
hour minimum 90-cent = propessd 
wage effective increase, im 1955 
January 1950 1955 
SN RINNE >. on 3t i. 21s tke bb Giiseanbacnbanaaie 14 9 8 
Men’s dress shirts and nightwear-_.............. i ae oa 5 3 7 
APC EL NNN SS 65 oka cdg wei ns dadudtpdasocnkbowasam ue 9 5 ll 





These figures prove: , 

(1) That in all 3 cases in which comparable data are available the 
effect of an increase in the minimum wage to 90 cents an hour is 
smaller—as far as the direct increase in the wage bill is concerned— 
than the comparable impact of the increase to 75 cents an hour in 1950. 

(2) That the direct wage-bill effects of an increase of the statutory 
wage to $1, though higher than the comparable effect of the increase 
to 75 cents in 1950, deviate on the whole less from the 1950 “model” 
in an upward direction than the increase to 90 cents deviates in a 
downward direction. 

It should be mentioned in passing that the data on which these 
comparisons are based overstate the effect of an increase to $1 for 





2 There is no question that the South needs more industrialization. However, a point made in a recent 
report on low-income farmers is significant in this respect. The Secretary of Agriculture stated in this 
report: ‘Industrial development for an area is often thought of as luring 1 or 2 big plants that will immedi- 
ately make jobs for all. But the realistic development is more often a progressive growth which uses all 
resources in the area, including agriculture, forests, minerals, power, and improvement of labor skills through 
vocational training.’’ Development of Agriculture’s Human Resources. A Report on Problems of Low- 
Income Farmers, U. 8. Department of Agriculture, Washington, 1955, p. 30. See also U. 8S. Department 
of Labor, Bureau of Labor Statistics, Labor in the South, Bulletin No. 898, Washington 1947. 

8 Amending the Fair Labor Standards Act of 1938, Hearings Before the Subcommittee on Labor, U. S. 
Senate, 84th Cong., pt. 3, p. 1524. 
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reasons discussed above. More important than this qualification is 
the inadequacy of a limitation of the analysis to an increase in wage 
costs. The whole chain of effects and countereffects has to be con- 
sidered if a balanced judgment is to be obtained. However, the 
comparison of the direct impact on wage costs is useful because it 
indicates certain similarities re the 1950 data and the current 
situation. 
IMPACT ON EMPLOYMENT 


The experience of the late thirties and early fifties is summarized in 
appendix II. In view of the significance of the employment effect of 
ern wage, the relevant passages are quoted here. (See appendix 
II, sec. IV.) 

(1) There is a tendency for displacement of individual workers 
which has been strongest in low-wage industries. In some cases the 
rate of separation has been higher for low-paid than for high-paid 
workers and for older as compared to younger workers. 

(2) Though we do not have enough information to state that the 
rate of introduction of technological improvements increased sub- 
stantially, the minimum wage resulted in considerable technological 
improvements and changes in management’s policy which increased 
productivity. 

(3) The net curtailment of employment opportunities was small 
even if we consider these sections of the economy which were most 
affected. 

Table 26, reproduced in section I, appendix II, gives the specifi¢ 
data showing that in 1950 the maximum decline of enjoyment that 
could possibly be attributed to minimum wages was between 8,900 
and 10,400 or less than one-twentieth of 1 percent of the total number 
of workers protected by the act and less than 1 percent of the number 
of workers who directly benefited from increases in the statutory 
minimum wage. Case studies of southern sawmilling, fertilizer, 
hand manufacturing of cigars, etc., prove conclusively that only @ 
fraction of these percentages can be attributed to minimum wages as 
such. (See appendix II, sec. I.) There is no prima facie reason to 
assume that the adjustments to be made in 1956 will be of a different 
order of magnitude. 

It should be particularly emphasized that the nature of the ““employ- 
ment effect” of minimum wage is to displace some workers because 
of technological improvement, not because firms have to go out of 
business. ith the single exception of oyster canning in the gulf 
area in 1950, there is no evidence that there was any reduction in the 
number of firms in any industry affected by minimum-wage legislation. 
In other words, the available information seems to indicate that no 
more “marginal” firms had to leave any industry than would have 
left in the absence of minimum-wage legislation. 

Two points must be made in regard to the tendency of minimum 
wages to bring about technological improvements: 

(1) Low wages and low productivity are interrelated rather than 
low productivity causing low wages. Investigations by the Wage and 
Hour Division have shown that there are wide differences in managerial 
performance between different firms and that possibilities for improve- 
ment exist in almost all situations. They have also shown that low 
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wages are often the cause why known technological improvements 
are not introduced until a statutory minimum wage is enacted. 

It can, therefore, not be argued that wages are low because 
productivity is low. It is not possible to give definite trend data but 
the available information on productivity has been carefully examined 
and the conclusion seems evident that there is no consistent pattern 
of correlation between low productivity and low-wage industries. 

(2) Since the impact of minimum wages on employment is largely in 
terms of technological displacement, it can hardly be considered to be 
detrimental to the economy as a whole. Many hundreds of thousands 
of workers have been “technologically displaced’’ during the last 
decades. Why do the people who lament the fact that a minimum 
wage may displace some workers not show equal concern for workers 
displaced by automation or by the unfair competition caused by low- 
wage industries? 

In order to get some understanding of the relative order of magni- 
tudes involved, let us first compare the maximum decline that could 
be attributed to the increase of the minimum wage to 75 cents in 
1950 with the decline in employment in textile manufacturing in a 
few of the 44 areas classified in group IV (substantial or very sub- 
stantial labor surplus). In 1 out of the 44 areas alone—Lawrence, 
Mass.—employment declined by 15,700 from May 1950 to May 1955 
or by about 50 percent more than the maximum decline in employ- 
ment that could possibly be attributed to the 1950 increase in the 
minimum wage. In 3 out of the 44 areas—Lawrence, Mass.;, Lowell, 
Mass., and Providence, R. I.—employment declined by about 35,000 
between May 1950 and May 1955. This amounts to a decline over 
three times as great as the maximum possible “minimum wage de- 
cline.” If data for whole industries—such as the textile industry— 
are considered, displacement figures are above the 100,000 ‘mark. 
From 1950 to 1954 the employment in textile manufacturing in Massa- 
chusetts, New Jersey, New York, Pennsylvania, and Rhode. Island 
declined by about 160,000." 

The evidence which is available on the impact of minimum wages 
on establishments of different sizes has been carefully examined. Ap- 

endix III, table III, contains comments on “‘Wages by size of estab- 

ishment and size of community” transmitted to the Subcommittee 
by the Department of Labor. ‘To quote: 

There is a tendency for wages to increase with size of establishment, but this 
tendency is not found in all industries * * *. There is no marked relationship 
between establishment size and earnings in the southern sawmill industry; on the 
other hand, there is such a tendency, not completely consistent, in the data devel- 


oped in the reports on leather tanning and finishing and men’s and boys’ dress 
shirts and nightwear. 


Profit differentials for corporations of different size have also been 
scrutinized. Table IV in appendix III presents data put at the dis- 
posal’ of the Subcommittee by the Bureau of Internal Revenue. 


M4 The 44 areas are listed in the Report of the Joint Committee on the Economic Report on the January 
1955 Economic Report of the President (S. Rept. No. 60, 84th Cong., Ist sess., pp. 19 and 20). The employ- 
ment data for the three areas mentioned are from worksheets of the Bureau of Employment Security, 
U. S. Department of Labor. They are based on data obtained from the Massachusetts Division of Em- 
pierment Security and the Rhode Island Department of Employment Security. The employment data 
or the textile industry are also from the Bureau of Employment Security, U. 8. Department of Labor. 
For published material see Bimonthly Summary of Labor Developments in Major Areas, March 1955, 
Burew of Employment Security, U. S. Department of Labor, Washington 1955. It is not implied that 
the data quoted show decline in employment directly caused by unfair competition. 
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Though there is a tendency for profits to increase as firms become 
larger, firms in the smallest asset size do not have the lowest profits. 
rofit records of certain industries have been examined. But the 
complexity of the problems involved and the impossibility of obtaining 
profit data for small subgroups (four-digit industries) made it inad- 
visable to incorporate these data in this report. However, the analy- 
sis made in this section implies that profits were adequate to absorb 
the impact of considerable increases in the minimum wage in the 
various industries mentioned. And a comparison of 1954 earnings 
with 1949 profits shows earnings in 1954 as high or higher than in 
1949 with the exception of the textile mill industry. Profits in 1954 
in the following low-wage industries: apparel and other finished fabric 
products, leather and leather products, food and kindred products, as 
well as lumber and wood products (except furniture)—compare favor- 
ably with the 1949 averages. The comparative figures for 1949 and 
1954 are: Lumber and wood products, 1949, $283 million; 1954, $285 
million. Apparel etc., $156 million in both years. Leather etc., 
1949, $90 million; 1954, $116 million. Food, ete., 1949, $1,494 
million; 1954, £1,811 million. Textile mill products, 1949, $664 
million as compared with $361 million in 1954." 
“18 See Department of Commerce, National Income (1954 ed., p. 185), and Federal Trade Commission 


and Securities and Exchange Commission, Quarterly Financial Report, United States Manufacturing 
Corporations, 4th quarter, 1954, pp. 7, 8, 9, and 13. 








1V. Apequacy or A $1 Minimum WaGe 


A minimum wage of $1 could undoubtedly be absorbed by the 
industries concerned without substantially curtailing employment or 
earning power. It satisfies, therefore, one of the major considerations 
which the act imposed on Congress. 

Does it also satisfy the major objective of the act, namely to 
eliminate ‘‘conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being 
of workers’’? ' 

“MINIMUM” STANDARD OF LIVING 


The first quantitative budget study undertaken in this country 
with a view of determining a ‘minimum standard of living’ was 
prepared by the Commissioner of Labor in accordance with an act of 
Congress in 1907. At that time the knowledge of nutritional require- 
ments was so rudimentary that no scientific guide was available even 
in determining the minimum food allowance necessary. The food 
allowance of the Atlanta Penitentiary was, therefore, taken as a stand- 
ard for the minimum needs. Minimum standards for housing did 
not include any provision for water in the house. 

Between 1907 and 1936 various attempts were made by public 
agencies and by universities to develop “minimum comfort’ and 
similar budgets. However, the emphasis shifted more and more to a 
concern with the ‘American standard of living” rather than with a 
minimum standard. To quote: 

The remarkable center of all the discussions of family budgets in the period 
after the First World War was the unexpressed faith that the United States 
economy could approach a level unmatched in all of human history in providing a 
tolerable level of living to all families.*’ ; 

This dream was shattered by the depression which began in 1929, 
and in 1936 the Works Progress Administration published quantity 
budgets for “Basic Maintenance and Emergency Standards of Liv- 
ing.”’ The purpose was to obtain a relief budget which could also be 
used ‘‘to ascertain how cuts below the basic maintenance standard 
may be made under emergency conditions, with least harm to indi- 
viduals and the social group.” "8 

At present only the States construct budgets which are directly 
related to minimum wage legislation. Fourteen out of the twenty- 
four States which have enacted minimum wage legislation “specify 
that minimum wages shall be ‘adequate to supply necessary cost of 

roper living and to maintain health and welfare,’ or variants of that 
anguage.”'® Thirteen States construct budgets which are listed in 
table 13. Column 3 gives the data as published by the States at 

16 7 2 of the act, emphasis added. 

i7U, 8. Department of ete: aren of Labor Statistics, ‘Workers’ Budgets in the United States, 1946 
and 1947, wa ashington, 1948, p. 4 


wU, 8. Department of Labor, Wage and Hour and Public oertnnate Division. Summary and Analysis 
of State Minimum Wage Laws "and Orders, February 1955, p. 4 
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various dates indicated in column 2. The current annual costs are 
listed in column 5 (March 1955). These budgets are not strictly 
comparable because each State has its own criteria for what it con- 
siders to be an adequate standard of living. But they clearly express 
a range from $1,961 to $2,927 and their median budget value of 
$2,298 may be considered to be representative of the group as a whole. 
(See appendix ITI, tables V to XVII.) 


TABLE 13.—Current annual earnings required to earn an amount sufficient to main- 
tain a self-supporting woman without dependents 


Annual 
budget 


Subsequent; Current 
change in annual 
living costs costs 
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Source: Appendix II, tables, V-X VI. 


The Department of Labor computes ‘“‘The City Worker’s Family 
Budget” for an employed worker’s family of four: Husband, wife, a 
boy aged 13 and a girl aged 8. It has been priced for 34 cities. 

The following quotations give some general idea of the nature of 
this budget: 


In general, whenever appropriate scientific standards are available they have 
been used as a starting point. For foods, the recommendations of the Food and 
Nutrition Board of the National Research Council set the basic standards of 
nutritional adequacy. For housing, standards established by the American 
Public Health Association’s Committee on the Hygiene of Housing and the 
Federal Public Housing Administration were adopted. These technical standards 
were then translated into a list of foods and into a description of housing by 
reference to the actual buying and renting practices of families with moderate 
incomes. 
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For clothing and other goods and services, allowances were established to meet 
prevailing standards of what is necessary for health, efficiency, and participation 
in social and community activities * * *.?° 


It is not possible to give a clear picture of the nature of such a 
standard of living without actually listing the kind and quantities 
of goods and services included. Appendix III, table XVIII gives a 
detailed description of this budget. However, it should be emphasized 
that this budget— 
does not represent the American ‘‘ideal’’ way of living. Also it is not a 

‘subsistence”’ or “maintenance’’ budget in the sense that directly or indirectly 


it attempts to provide only for physical needs, or what would be necessary to 
carry families through a limited period of stringency.”! 


But it is computed in such a way that if placed on a scale of expendi- 
ture, it is “at a point on this scale below which deficiencies exist in one 
or more aspects of family consumption.” ” It is, therefore, truly a 
“modest but adequate” budget.” Anybody who reads the specific 
requirements will agree that they are of ‘modest character.”’ * 

The City Worker’s Family Budget is reproduced in appendix ITI, 
table XIX. Table 14 shows the cost of living for 34 cities in October 
1951 and the corresponding cost in March 1955. The range varies 
from $3,887 in New Orleans (March 1955) to $4,541 in Washington, 
D. C. The median cost of this budget is $4, 270 (the approximate 
intermediary value between Chicago, Ill., and Memphis, Tenn.). 


TABLE 14.—Estimated annual costs in city worker’s family budget for 4- persons, 
34 large cities, October 1951 and March 1955 


| ‘Total Oc- | | Total Oc- 





City | tober 1951 | March 19565 || City tober 1951 | March 1955 

| budget budget 

i | 

} | 
New Orleans, La_-------- $3, 812 $3,887 || Memphis, Tenn_._-.-...- $4, 190 $4, 272 
Kansas City, Mo_....---. 3, 960 | 4,038 || Detroit, Mich.........-.- 4,195 4,277 
Mobile, Ala__......- oa 3, 969 | 4,047 || Denver, Colo...........-- 4, 199 42 
Scranton, Bie 450unt 4,002 | 4, 080 | Jacksonville, “Saar 4, 202 4, 
Portland, Maine... __ 4,021 4,100 || Pittsburgh, Pa_-...-..--- 4, 203 4, 285 
Indianapolis, Ind_.. 4, 044 4,127 || Cincinnati, Ohio__------- 4, 208 4, 290 
Savannah, Ga, .---_____| 4, 067 | 4, 147 || Baltimore, Md__..--..--- 4,217 4, 300 
Philadelphia, Fe. i onsen 4, 078 4,158 || Boston, Sn eae 4, 217 4, 300 
New York, Bid. ccewal 4, 083 | 4,163 || Birmingham, Ala m: 4, 252: 4, 335 
Manchester, Nv. i - 4, 090 4,170 || San Francisco, C es 4, 263 4, 347 
Cleveland, Ohio....---_-| 4, 103 | 4, 183 | Seattle, Wash--........-- 4, 280 4, 364 
St. sagt Mo. aes itz 4,112 4, 193 || Houston, a ee he 4, 304 4, 388 
Buffalo, ie fe 4, 127 | 4, 208 || Los Angeles, tere ndieee 4,311 4, 395 
Norfolk, Va Ndaok ee Jeae 4, 146 | 4,227 || Atlanta, Ga____.__.____. 4, 315 4, 400 
Portland, Oreg__.....__-- | 4, 153 | 4, 234 || Richmond, Va- ae 4, 338 4, 423 
Minneapolis, Minn __----- | 4, 161 | 4, 243 || Milwaukee, Wide ouccus 4, 387 4, 472 
Chicago, Ill............-... 4, 185 4, 267 || Washington, D. C_....... 4, 454 4, 541 

| } : 








Source: panini III, table XIX. 


It is interesting to note that there seems to be little systematic 
difference in the cost of maintaining specific standards of wae in 
various regions. Some southern cities are below the median (Mobile, 
Ala., Savannah, Ga., St. Louis, Mo. and Norfolk, Va. besides New 
Orleans, La.); others are above the median (Memphis, Tenn.,; Jack- 
sonville, Fla., Birmingham, Ala., Atlanta, Ga. and Richmond, Va.). 
This inference is substantiated and strengthened by a study on living 

21 Ibid, Department of Labor, Bureau of Labor Statistics, Bulletin No. 927, pp. 3, 4. 
2 Tbid., B. a emphasis added. 


33 Ibib., 
* Tbid., DP. 5: 
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costs in large and small communities which came to the following 
conclusions: 

In general, the studies examined showed differences in living costs as between 
individual communities. However, contrary to the widely held opinion that 
living costs are less in small cities and villages than in large cities, variations 
in living costs among the cities of the same size were found to be greater than 
between large and small cities. Population or size of a city is but one of a number 
of factors which may affect the cost of living in a community.” 


_ Table 15 shows the average hourly earnings which are necessary to 


meet various budget requirements under different assumptions: The 
results may be summarized as follows: 


TABLE 15.—Average hourly earnings necessary to meet certain budget requirements 


50 weeks at | 45 weeks at | 40 weeks at 
40 hours 40 hours 


State budget, median State, single woman without dependents | 15 | , $1. 44 
| d : 2. 66 


City worker's PTET Cigna. sLnatitsomeanadadeoakeaeen sq 
! 


The extent to which these figures are applicable depends upon two 
major factors, (1) to which period of the life and work cycle a mini- 
mum wage should apply, and (2) whether the determination of the 
minimum should take into consideration less than full-time employ- 
ment opportunities. 

There seems to be an implicit assumption that the “minimum 
standard of living necessary for health, efficiency, and general well- 
being”’ is the standard of a worker who is beginning his working life 
and it is usually further assumed that a worker could normally expect 
to increase his earnings above the minimum as he advances in his 
work, marries, and brings up children. 

Unfortunately the only available statistics showing increases of 
earnings by age groups and by industry are not fully representative 
of the actual situation. These data are from old-age and survivors 
insurance statistics which are based on taxable wages and salaries (up 
to $3,600 since 1951), rather than on total wages and salaries. They 
suggest that the increase in earnings in the course of the average work 
cycle is considerably smaller than the increase in budget needs as a 
single worker marries and has children.” This inference is strongly 
supported by statistics showing the annual earnings of workers who 
may be considered to have been fully employed (‘four-quarter 
workers’’) grouped by age. As table 16 shows—about 18 percent of 
these workers in their thirties and a slightly higher percentage of 
those in their forties had earnings of less than $1,800 in 1950. 

It may be objected that families of four or more people comprise 
only a small percentage of the population. However, this percentage 
is substantial; in 1940 it was about 30 percent of all urban families, 
including spores families. About half of these are 5 or more person 
families with budget needs about 15 percent (for 5-person families) 


*5 State of New York, Department of Labor, Studies of Living Costs in Large and Smali Communities, 
February 1948, p. 1. The studies were nationwide. They were not limited to the State of New York. 
The conclusions of the New York study were confirmed by two later studies undertaken in Connecticut 
and Washington. See Connecticut Derartment of Labor, Bureau of Labor Statistics, An Annual 
Minimum Wage Budget for Working Women in Connecticut, March 1949; and Washington State 
Department of Labor and Industries, Division of Industrial Relations, Minimum Budget for a Single 
Employed: Woman in Washington (Prices Weck of May 5 through May 10, 1947). 

2% See Handbook of Old-Age and Survivors Insurance Statistics, 1953, table A 406, average taxable wages 
or workers in each industry in which employed, by age, 1950 (p. 110). 
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and about 28 percent (for 6-person families) higher than for 4-person 
families.” And if we add 3-person families whose needs amount to 
about 84 percent of those of 4-person families, this 30-percent figure 
is likely to increase substantially.* 


TABLE 16.—4-quarter workers by amount of annual wages, age, and sex 


' 


$1 to | | $l to 

c " $1 to $1,799 as pe |). ag, $lto | $1,799 as 

Age Total $1,799 percent Age Total $1,799 | percent 

| of total | Of total 
Under 20... 12,435 | 9, 618 77.4 || 50 to 54__.- 24,559} 4,678 | 19.0 
2) to 24. ...-. | 37,856 13, 240 35.0 || 55 to 59 . 19, 166 | 3, 571 | 18.6 
25 to 29_._- 42, 518 | 8,715 | 20.5 || 60 to 64___. 13, 633 | 2, 735 | 20.0 
30 to 34... | 41,270} 7,348 | 17.8 || 65 to 69... 6,480 | 1, 544 | 23.8 
35 to 39___- 40, 188 | 7,002 | 17.7 || 70 and over 3, 314 | 1, 026 | 31.0 
40 to 44_____- ; 36, 632 | 6,719 | 18.3 || Unreported 276 86 | 31.2 

8 | 


45 to 49__..-...-.. 30, 025 5, 359 | 17. 
| i ' 


Source: Old Age and Security Handbook 1951, p. 95. 


However, even if one neglects the needs of families representative 
of close to half of the population, one has to deal with the needs of a 
single self-supporting woman. Whereas there is a range of indeter- 
minacy as to the degree to which family needs should be taken into 
consideration by minimum-wage legislation, there can be no doubt 
that the needs of a single woman are the minimum that could possibly 
be construed to be compatible with the objectives of the act. And 
these needs—if expressed in hourly earnings—necessitate a range 
from $1.15 to $1.44 an hour depending upon the number of hours 
per week and the number of weeks per year which we assume to be 
relevant, for determination of the minimum wage. 

The following is the work experience of wage and salary earners in 
manufacturing during 1954: average number of hours worked, 39%o; 
average set of weeks worked, 44.07. By combining these 
averages we obtain an average work experience of 1,749.62 hours, 
a figure which has been rounded up to 1,800 for purposes of this 
discussion. (See tables 17 and 18.) 


TABLE 17.—Work experience during 1954—Number of weeks worked by wage and 
salary earners in manufacturing, full-time only 


Percent 
AS webs be dene is oa cicrive.low sds ola. cos be ee. Sak Sei sO 5.7 
BS en SIE Eure emeriee o anid eal » ebulnma the <tbtacek oo att: = Penal: eel 7.65 
I i ee ee 7.8 
nwa ee... ee eens ee ee ek ee 9.9 
48 to 49 weeks_____________ MoUs. fh UR A Nb di FIA 5.0 
50 to: 53 weeet..cu OG2. Le. wiih aed a aires Ded Sebi 2s 64. 2 


These figures are based on table B-2 in U. S. Department of Commerce, Bureau of the Census, Annual 
Report on the Labor Force, 1954, p. 36. The percentages are computed by excluding part-time workers 
from the data given in that table; the class-interval midpoints are then multiplied by the percentages. The 
average of these values gives the average work experience, 


27 U.S. Department of Labor, Bureau of Labor Statistics Bulletin 927, p. 51. 

28 See also Making Ends Meet on Less than $2,000 a Year (case studies of 100 low-income families). A 
ag 1 mamas to the Joint Committee on the Economic Report, March 1952, 82d Cong., 2d sess., 8. Doc. 

0. 
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TABLE 18.— Work experience during 1954—-Number of hours worked by wage and 


salary earners in manufacturing 


Percent 

ont ao 

Hours ee BSA HEISE BAAN SAS RS EOE EES ~~ a1 & 
Bere ner re oe SHEN fe RT fete Hees monte were gE 
eran witwe. 2. 55. 38 el aware Oe ‘ 17. 6 


U.S, Department of Commerce, Bureau of the Census, Annual Report on the Labor Force, 1954, p. 29. 
Method of computation, see table 16. 


It follows that an ‘average’ single woman without dependents 
(that is, a woman who had the average work experience of a worker 
in manufacturing during 1954) actually worked 1,800 rather than 
2,000 hours per year. The hourly rate necessary to support a single 
woman who had such a work experience is equal to $1.28 per hour. 
A minimum wage of $1, therefore, falls short by 28 cents per hour of 
such a minimum requirement. 

Actually it is much more inadequate than this figure indicates 
because of the large number of women who have dependents.” 

Since one of the major objectives of the Fair Labor Standards Act 
is to eliminate conditions detrimental to health, efficiency and general 
wellbeing, a few words should be added in regard to the nutritional 
deficiencies in the dlets of low-income families. These deficiencies 
clearly demonstrate the inadequacy of the suggested minimum wage. 

Though income is not the only factor accounting for dietary de- 
ficiencies, it is one of the major factors responsible for inadequate 
nutrition. Recent data supporting this conclusion are presented in 
Nutritive Content of City Diets. Graph I, appendix IIT, gives a 
graphic illustration of the relative adequacy of protein, calcium and 
ascorbic acid in the family diet of low, middle and higher income 
groups." In spite of significant improvements ® inadequacies remain 
significant. 


THE MINIMUM WAGE AND THE WAGE STRUCTURE OF MANUFACTURING 
INDUSTRIES 


The relation of the minimum wage to average hourly earnings is 
another criterion to measure the adequacy of the proposed adjustment. 
As table 19 shows, gross average hourly earnings in all manufactur- 
ing almost trebled between 1938 and 1954, increasing from 63 cents in 
1938 to $1.81 in 1954. Tables 19, 19A, and 20 and graphs 5-8 illustrate 
the movement of gross hourly earnings for the following groups: 
(1) All manufacturing. 
(2) High-wage industries subject to the FLSA. 
(3) Low-wage industries subject to the FLSA.* 
(4) Industries not subject to the FLSA . 


29 See,f or example, a recent study undertaken by the U. 8S. Depertnent of Labor, Women’s Bureau 
entitled “Women Workers and their Dependents’’ Bulletin of the Women’s Bureau No. 239, particularly 
pp. . 

%* U.S. Department of Agriculture, Bureau of Human Nutrition and Home Economics, Special Report 
No. 2, Oetober 1950. ar 

31 See also U. 8S. Department of Agriculture, Bureau of Human Nutrition and Home Economics, Nutri- 
tive value of diets of urban families, United States, spring 1948 and comparison with diets in 1942, pp. 8 
and 9; C. M. Coons, Ph. D., Family Food Consumption Studies, Public Health Reports, Government. 
Printing Office, 1952. 

3 See National Food and Nutrition Institute, Washington, D.C. Dietary Adequacy of Family Food 
Supplies, Released Monday, December 8, 1952, particularly charts 6 and 7. 

Composition of these industries, see table 20. 
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TaBLe 19.—Gross average hourly earnings in selected industry groups for specified 
years, 1938-54 


j TCP yc Ae ee, eg 
} 1938 | 1941 | 1942 | 1945 | 1946 | 1949 | 1950 | 1951 | 1954 


— a \— -; ——— | | 


All manufacturing industries |$0. 63 |$0.73 |$0.85 |$1.02 |$1.09 lst. 40 $1. 47 | $1. 
High-wage subject industries ! | 89) .99) 1.10) 1.29) 1.41) 1.77 . 
Low-wage subject industries !_._..............| 2.43 | 3.50 | 3.58 | 9.74) 3.84) 1. 

Low-wage nonsubject industries ! 4.43 45 | 49; .65 


| 
| 


1! Unweighted average. 
2 Figure for southern sawmills and planing mills included in this average is for straight-time average 
hourly earnings estimated by Wage-Hour Division. No gross average hourly earnings available. 


? Figures for southern sawmills and planing mills in these years also include data for logging camps and 
therefore may not be comparable with figures for later years. 


4 Figure for general merchandise stores in this average not comparable with figures for later years. 
Nore.—High-wage industries include those with gross average hourly earnings in 1938 more than 20 


percent above the average for all manufacturing industries. Low-wage industries include those with 1938 
gross average hourly earnings more than 20 percent below tho all-manufacturing average. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Division of Manpower and Employment 
Statistics, June 1955. 


TasLe 19A.—IJndezes of gross average hourly earnings for production workers in 
selected industry groups for specified years, 1938-54 


[1938 = 100. 0) 


All manufacturing industries 
High-wage subject industries 
Low-wage subject industries 
Low-wage nonsubject industries 


Note.—Indexes are derived from data shown in table 1. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Division of Manpower and Employ- 
ment Statistics, June 1955. 


TaBLe 20.—Gross average hourly earnings in selected industries, United States, 
specified years, 1938-54 


1938 


HIGH-WAGE SUBJECT INDUSTRIES 
Anthracite-coal mining ; . 971 $0. 989 $1. 252 $1. 494/$1. 880 $1. 
. 036) 1 > "| 1. 339} 1. 696 


; 1. 25 1. 
1. 1. 240) 1.401) 1.94 
Locomotive manufacturing -773) . 1.083) 1.340) 1.413) 1. 666 
SD ieee ‘ 038, 1.137) 1.289) 1. 424) 1.87 
Rubber tire and inner tube manufacturing. - - 1. 106; 1. 271) 1. 419) 1.738) 
ding 1. 164) 1 1. 


358/ 1.391 23 


Automoile manufacturing 
Bituminous-coal mining 


repre 
SSZSNes 
rprenenps 
BYSSEeE85 


LOW-WAGE INDUSTRIES 


Subject industries: 
Canning and preserving 
Confectionery manufacturing. 
Fertilizer manufacturing 
Knit-underwear manufacturing 
Leatber-footwear manufacturing 
Southern sawmills and planing mills !_.__ 
N bject industries: 
leaning and dyeing plants 
General merchandise stores 
Hotels, year-round 
Power laundries 


Serer 


S822 SN8ae88 


Poe eee eee 
S8as FERSS5 





1 1938 figure is for straight-time average hourly earnings estimated by the Wage-Hour Division. Gross 
average hourly earnings are not available. For other years prior to 1949 figures also include data for logging 
camps and therefore may not be comparable with figures for later years. 

2 Not comparable with figures for later years. Series began with 1939. 





AMENDMENT OF FAIR LABOR STANDARDS ACT OF 1988 39 


Grapu 5 


GROSS AVERAGE HOURLY EARNINGS FOR PRODUCTION 
WORKERS IN SELECTED INDUSTRY GROUPS 
FOR SPECIFIED YEARS, 1938-1954 





Note: Based on data shown in Table 1 


1946 1949 1950 1951 1954 


Source: UNITED STATES DEPARTMENT OF LABOR 
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GRAPH 6 


INDEXES OF GROSS AVERAGE HOURLY EARNINGS FOR PRODUCTION 
WORKERS IN SELECTED INDUSTRY GROUPS 
FOR SPECIFIED YEARS, 1938-1954 


1938=100 








Note: Based on data shown in Table 1-A 


1945 1946 1949 1950 1951 1954 


Source: UNITED STATES DEPARTMENT OF LABOR 
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These four groups show significant differences in movement, both 
in absolute terms and percentagewise, which may be summarized as 
follows: 

1938-54 

(1) The relative increase in earnings of low-wage industries subject 
to the act was greater than the relative increase of all other groups 
listed above. 

(2) The relative increase in earnings of industries not subject to the 
act was about the same as that of high wage industries subject to the 
act. 

(3) In spite of the improved relative position of low-wage industries 
the absolute differential. between high-wage and low-wage industries 
subject to the act as well as between those two groups on the one hand 
and low-wage nonsubject industries on the other hand increased 
constantly. 

1949-54 

(1) Industries not subject to the act showed the smallest relative 
increase; low-wage subject industries are next in line while high-wage 
industries show the greatest relative increase in gross average hourly 
earnings. 

(2) The absolute differences increased as they did for the whole 
period 1938-54. 

The striking feature of this development is the relative advance of 
the low-wage industries subject to the act and the fact that even low- 
wage industries not subject to the act showed relative gains somewhat 
greater than those of the high-wage subject industries, at least for the 
overall period 1938-54. 

Three factors account for this development: 

(1) minimum-wage legislation ; 
(2) the great scarcity of labor during the war years; 
(3) the wage policy of the National War Labor Board. 

The great end for labor during the war years favored low- 
income wage earners. The most significant factor during the war 
years, however, was the policy of the National War Labor Board 
which made it possible for low-wage industries to advance relatively 
to high-wage industries. While pegging the general wage level to the 
“Little Steel formula,’”’ the Board ‘chinet adjustments of ‘“sub- 
minimum’ rates, thus narrowing the relative gap between low- and 
high-wage industries. 

These two factors explain why the low-wage industries not subject 
to the FLSA could improve their relative position to such an extent 
that the high-wage industries did not show a greater relative increase 
for the period from 1938 to 1954. During the war the relative advan- 
tage gained by the low-wage industries was such that during the 
postwar period the high-wage industries barely succeeded in making 
up for their loss of relative position during the war. 

A detailed analysis of these trends by subperiods, etc., is in agree- 
ment with an analysis of the impact of minimum-wage legislation 
made by the Wage and Hour Division. This analysis shows: 

(1) a chronic tendency of low-wage industries to lag behind 
high-wage industries; 

(2) a partial success of minimum-wage legislation in remedying 
this tendency. 
63528—55——4 





42 AMENDMENT OF FAIR LABOR STANDARDS ACT OF 1938 


The influence of minimum-wage legislation can be gaged from the 
difference in relative increase of the low-wage industries subject to the 
FLSA and those not subject. The relative increase of the subject 
ndeenies was considerably greater than for the industries not subject 
to the act. 

The same differential movement-—in conjunction with differential 
movements between all three groups during different periods of time— 
proves the chronic tendency of low-wage industries to have smaller 
relative increases in average hourly earnings.** The following quota- 
tions from the Report of the Wage and Hour Division summarize 
some of the data substantiating the conclusions just drawn: 


* * * between 1938 and 1941 * * * for the low-wage industries, the mean of 
average hourly earnings advanced 14 percent in the generally subject activities 
and 4 percent in the generally nonsubject ones. This difference in relative gains 
was probably due mostly to the upward wage pressure of the new minimum on 
subject employment. The selected high-wage covered industries, which pre- 
sumably experienced little direct effect from the Federal minimum because their 
lowest pay rates were generally already 40 cents or more an hour, advanced 9 
-ercent, 

, This experience is similar to that for 1949-51 in implying that, during an 
economic upswing, increases for low-wage nonsubject earnings tend to fall behind 
those for high-wage ones. The experience differs from that for 1949-51 in that 
low-wage subject earnings maintained an advantage over high-wage ones in 
percent gains. (From 1949 to 1951 low-paid industries subject to minimum-wage 
legislation were only able to hold their own in percent earnings advances with 
high-paid industries, while low-paid industries outside the benefits of such legis- 
lation were not able to do so.) ® 


The wage-and-hour report concludes: 


Perhaps this (meaning the difference in relative position) is partly because the 
direct upward effects of the minimum, instead of being concentrated at only one 
time as in 1950, were spread out over the entire period 1938-41 as the legal hourly 
minimum was raised in small increments from 25 cents to a maximum of 40 
cents.** 


In spite of the strong relative advance of low-wage industries, par- 
ticularly those subject to the FLSA, the absolute gap between the 
average hourly earnings of each of these groups increased constantly 
during the period 1938-54. 


TABLE 21.—Earnings in different industry groups, 1938 and 1954 


| 
Gross average hourly 
earnings 


Low-wage nonsubject industries 
Low-wage subject industries 
iia > ti Ee a 


% See U. 8S. Department of Labor, Wage and Hour Division. Results of the Minimum-Wage Increase of 
1960, August 1954, pp. 100-107. 

% Tbid., pp. 102-103. 

% Ibid., p. 103. 
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Since people live on dollars and cents and not on relative increases 
in their income, the smaller increase in dollar income of the low-income 
ups is a factor to be taken into consideration in minimum-wage 
Cis ation. If the dollar-and-cent gap between low- and high-wage 
industries widens as much during a period when an unusual combina- 
tion of gradual minimum-wage adjustments, war conditions, and war 
policies favor the relative advance of low-wage industries, how much 
more serious will the difference in absolute earnings be in periods when 
such unusual circumstances do not insure even relative advances of 
low-wage industries. 

It should be mentioned in passing that the increase in gross average 
hourly earnings in manufacturing between January 1950 and Feb- 
ruary 1955 was 45 cents. The proposed adjustment of the minimum 
wage to $1 is only 25 cents over the anuary 1950 level. It is true that 
percentagewise this adjustment is slightly higher than the relative 
increase of average hourly earnings in manufacturing (33.3 percent as 
compared with 31.3 percent). By the end of the year, however, this 
situation is likely to be reversed or at least modified since some of the 
ae 1955 wage increases will occur after June 1, 1955. 

he data on which these conclusions are based are subject to certain 
limitations because it is not known how “representative’’ the indus- 
tries selected for the different groups are. w-wage subject indus- 
tries comprise those industries for which data were available and whose 
average hourly earnings were 20 percent below the average hourly 
earnings for manufacturing as a whole. High wage subject industries 
had average hourly earnings 20 percent above the manufacturing 
average. 

Because of these limitations the Department of Labor was asked by 
the subcommittee to construct a new sample using 1949 (instead of 
1938) data as the basis of selection of low-wage and high-wage indus- 
tries. The industries which were low-wage because their average 
hourly earnings were 20 percent below the manufacturing average 
were quite different in 1949 than they were in 1938. In fact, only four 
industries—fertilizer, leather footwear, petroleum refining, and rubber 
tires and inner tubes—were included in both surveys. However, to 
the extent that the 1949 sample yielded comparable data, it showed 
essentially the same trend as that indicated by the very different 1938 
sample on which the preceding conclusions were based. (See appen- 
dix III, tables XX, and XXI.) 

In addition, the Subcommittee on Labor asked the Department of 
Labor to construct averages weighted by employment instead of the 
simple averages used in the original study made by the Department. 
The weighted averages showed again essentially the same trend as 
the -—— averages. (See appendix III, table XXII, also graphs 
7 and 8. 

In view of these checks, the data used as a basis for the general 
conclusions presented above can be considered valid insofar as general 
trend analysis is concerned. 
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GRAPH 7 


GROSS AVERAGE HOURLY EARNINGS OF PRODUCTION 
WORKERS IN HIGH-WAGE AND LOW-WAGE 
MANUFACTURING INDUSTRIES 


1949-1954 


1952 954 


Source: UNITED STATES DEPARTMENT OF LABOR 
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Grapu 8 


INDEX OF GROSS AVERAGE HOURLY EARNINGS OF PRODUCTION 
WORKERS IN HIGH-WAGE AND LOW-WAGE 
MANUFACTURING INDUSTRIES, 1949-54 


19492100 


Source: UNITED STATES DEPARTMENT OF LABOR 
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MINIMUM WAGES AND PRODUCTIVITY PER MAN-HOUR 


Since increases in productivity per man-hour since January 1950 


have been included in the adjustment formula, there is no doubt 
about the adequacy of the proposed adjustment in these terms. The 
problem, however, arises because the whole basis on which the pro- 
posed adjustment has been made is admittedly inadequate. _ 

In his annual report of 1948, the Wage and Hour Administrator 
stated: 

The Administrator recommends to the Congress that the minimum-wage pro- 
visions of the act be amended to provide an immediate minimum rate of 75 cents 
an hour. Moreover, since even a 75-cent wage is insufficient to provide an 
income which will permit the maintenance of even a quite modest American 
standard of living * * * it is urged that the Congress authorize industry com- 
mittees * * * to recommend such higher rates (up to a maximum to be specified 


by the Congress) as may be determined to be appropriate to accomplish the- 


objectives of national minimum wage policy.” 
Unfortunately, the available data on productivity do not make it 


possible to determine the development for various industries and 


groups of industries between 1938 and 1955. A few general remarks 
must, therefore, suffice in spite of the significance of the problem 
under consideration. 

We have already seen that year-to-year man-hour productivity com- 
parisons are unreliable. We must now add that there is little correla- 


tion between physical productivity and average hourly earnings in the: 


short run. The following quotation summarizes a number of studies 
made: 
Productivity and wage rates, thought by many economists to be a highly 


desirable match, do not appear to possess those characteristics of compe uity 
upon which the perfect marriage depends. Disconcertingly, in the s 


same direction, at quite different rates.™ 


In the long run, however, average hourly earnings and output per 
man-hour are closely related. But even in the long run—and this is 
an important point—the adjustments are not automatic in the sense 
that increases in productivity would lead—through market adjust- 
ments—to increased real earnings. 

During a period when market forces could most freely function— 
during the prosperity of the later twenties—real average hourly 
earnings trailed considerably behind output per man-hour. (See 
graph II, appendix III.) As a result, the rate of increase of con- 
sumer purchasing power was not adequate, a factor which certainly 
contributed to the depression. If such a lag exists for industry in 
general, it must be even more pronounced for low-wage industries 
which suffer, as we have seen in the preceding section, from a tendency 
to lag behind high-wage industries. 


It must, therefore, be concluded, that steady increases in the 


minimum wage at a rate at least equal to the man-hour productivity 


trend in manufacturing are desirable. Such an adjustment would be: 
a substitute for the competitive forces which if present would raise real! 


wages and thus support the growth of a free economy. 





a . Report of the Wage and Hour and Public Contracts Division, U. 8. Department of 
ador, Pp. ° 

%§Clark Kerr, The Short-Run Behavior of Physical Productivity and Average waar Earnings. 
Institute of Industrial Relations, University of California, 1950, p. 299. There are a few — fi 
studies. Se, for example, U. 8. Department of Labor, Bureau of Labor Statistics, Men’s 
1945-49, May 1952 and Fertilizer, 1948-49, March 1952. 


c industry 
ork Clothing, 


ort run,. 
they display a clear tendency to move either in opposite directions or, if in the: 
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It is not possible to say definitely whether the adjustment made 
since 1938 was adequate from this point of view. One of the main 
difficulties is to determine the exact base from which to start compari- 
sons. The rate set in 1938 was 25 cents. Taking this figure as a 
basis it would appear that the productivity adjustment was adequate. 
But the act also provided a 40-cent rate, effective within a maximum 
period of 7 years (1945). Actually the first 40-cent wage order went 
into effect before the end of 1939, by the end of 1943 almost 70 percent 
of the workers covered were paid 40 cents, and by July 1944 the 40- 
cent goal was reached fully.” In view of the complexity of the situa- 
tion and the inadequacy of the data“ we must refrain from any 
definite evaluation. 


CONCLUDING REMARKS ON THE ADEQUACY OF THE ADJUSTMENT 


No matter what the final judgment on the productivity adjustment 
may be, there is no doubt about the inadequacy of the proposed 
increase of the minimum wage to $1 if we consider the minimum 
wage (1) in relation to average hourly earnings and (2) in relation to 
the budget needs of a single woman without dependents. 

Why then should a more adequate minimum wage not be proposed? 

The reason is that a higher lump-sum increase might have detri- 
mental impact on employment and earnings in some of the low-wage 
industries. However, a higher minimum wage would be justified 
(1) as regards the capacity of our economy to raise the standard of 
living of the low-income groups (2) as regards the present general 
economic situation and (3) as regards the prospects for the future. 
The minimum wage should, therefore, be gradually increased once 
the impact of the suggested increase of 25 cents has been absorbed. 

A brief substantiation of these points is necessary. 


(1) The capacity cf our economy to raise the standard of living of the 
low-income groups 

National income increased from the post-World War I summit of 
1929, when it was close to $90 billion, to about $300 billion in 1954. 
Wages and salaries passed the $200 billion mark in 1954, and per 
capita disposable income was over $1,500. Even if we correct these 
data for price changes, per capita disposable personal income in- 
creased by approximately 50 percent between 1929 and 1954. 

These advances were made in spite of the fact that the Nation’s 
resources were—with the exception of the war years—never fully 
used and in spite of the fact that the period under consideration 
includes the greatest depression this country has ever witnessed. 

Estimates of the amount that could be added to the gross national 
product and hence national income if resources were used to a “maxi- 
mum” degree vary according to the amount of unemployment con- 
sidered necessary for the smooth functioning of a free economy. But 
no matter how wide the range of judgment may be, there is no doubt 
that the potential additions to national income are greater than the 
amounts necessary to eliminate low standards of living detrimental to 
the health, efficiency, and well-being of workers. 

39 See appendix IT, sec. V. 
# Wage committees were first appointed for industries in wh ich a relatively large number of wage earners 


were below the 40-cent rate. That means that industries brought in later are likely to have been:closer to 
the 40-cent goal in 1938 than the industries first chosen to be examined by wage committees. 





48 AMENDMENT OF FAIR LABOR STANDARDS ACT OF 1938 

In view of the adequacy of our resources there is no excuse for the 
continued existence of a considerable number of low-income families 
in this country. Tables 22 and 23 show that the situation has con- 
tinuously improved during the past years. But according to a survey 
made by the Federal Reserve Board in 1953 25 percent of the spending 
units and 19 percent of the family units still had less than $2,000 
disposable annual income. 


TaBLe 22.—Disposable income grouping of spending units and total disposable 
money income 


[Percentage distribution] 


Disposable in- 


come group 


Spend- 


ing | 
units 


| Total | 


able 


| income 





Under $1,000. _____- 


$2,000 to $2,999 


$3,000 to $3,999... 
$4,000 to $4,999-____| 
$5,000 to $7,499___ 
$7,500 and over_____| 


All cases_____| 


10 | 
15 | 
16 
20 | 
16 | 
16 | 
7 


100 | 


1 


dispos- | 


Spend- 
ing 


| units | 


6 | 


11 
17 
19 


24 | 


22 | 


100 


11 
16 | 
20 | 
19 | 
15 
13 
6 


100 


Total 
dispos- | 
able | 


Spend- | 


Total 
dispos- 
able 


income | units | income | 


1 
7) 
14 | 
19 | 
18 | 
22 
19 | 


13 | 
17 | 
20 
20 | 
14 | 
12 
4 


2 
7 


15 | 
21 
18 | 
20 | 
17 





100 | 


100 | 


100 | 


Median disposable | 


$2,970 |...-.--- 


Mean 


Source: 1954 Survey of Consumer Finances, Board of Governors of the Federal Reserve System, p. 16. 


TABLE 23.—Income distribution of family units and total money income before taxes ! 


[Percent] 
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1 Income data for each year are based on interviews early in the following year. A family unit is defined 
as all persons living in the same dwelling who are related by blood, marriage, or adoption; single-person 
families are included. Figures for 1953 are high relative to other years owing largely to a change in the 
1954 questionnaire that improved the reporting of incomes of seeondary earners. 


Source: 1954 Survey of Consumer Finances, Board of Governors of the Federal Reserve System, p.-16. 
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A study undertaken in 1950 showed that approximately two-thirds 
of the low-income families are nonfarm workers. It stated, further- 
more that— 

When nonfarm low-income families are classified by occupation of the head of 


the family, the unskilled and the semiskilled service workers, laborers, and opera- 
tives are found to make up the hard core of the urban low-income group." 


A relatively high number of Negroes is in this group. In spite of 
continuous progress, the median money income of nonwhite families 
was only 54.3 percent of that of white families (1950) .* 

Since this country has the resources to eliminate these conditions, 
it pays unnecessarily high economic, social, and human costs for its 
low-income groups. 

There are many direct economic costs such as higher welfare, police 
protection, and similar expenses in low-income areas as compared to 
middle- and higher-income areas. Though it cannot be said that 
juvenile delinquency and crime are directly caused by low income, 
there is a high correlation between these two phenomena and it is 
generally acknowledged that the circumstances in which low-income 
families live are a major cause for this correlation.” 

Nutritional deficiencies have already been mentioned. The vicious 
eycle which relates low income and education must also be mentioned 
m this context. This interrelationship which is documented in various 
reports and hearings of the Joint Committee on the Economic Report “* 
may have been an important reason for a conclusion reached in a 
Report of the Subcommittee on Low Income Families: 

Although complete evidence is not yet available, sample studies which have 
been made lead to the disturbing conclusion that the unskilled and the little- 
skilled tend to become a permanent, low-income stratum in American society, 
as their disadvantages are transmitted from one generation to the next. 

This situation calls for increased effort rather than for complacent 
enjoyment of the fruits of past efforts. It has been shown that 
complacency is not justified by deficiencies in our resource potential. 
It remains to be seen whether the present economic situation or the 
outlook for the future imposes limitations on possible action. 


(2) The general economic situation in 1955 as compared with 1938 and 
1949 

The experience with minimum-wage legislation during the last 16 
years has demonstrated the significance of general economic conditions 
in determining the impact of minimum wages. It is true that earnings 
in @ prosperous industry or company cannot be used to meet the wage 
bill of a marginal firm. This kind of qualification should be kept in 
mind in any consideration of overall economic conditions. But the 
demand for the products of sensitive low-wage industries, such as the 





41 See Lew Income Families and Economic Stability, Joint Committee on the Economic Report (S. Dec. 
No. 231, 8ist Cong., 2d sess., p. 4). 

4 See U. 8. Department of Labor, Bureau of Labor Statistics, Negroes in the United States: Their em- 
ployment and economic status, Bulletin No. 1119, Washington 1952, p. 48. 

43 See Low Income Families and Economic Stability, Materials on the Problem of Low-Ificéffiée Farrilttes, 
Joint Committee on the Economic Report (8. Doc. No. 231, 8ist Cong., 2d sess.), particularly appendix E, 
Summaries “— findings of existing studies with regard to some soc logical effects of low incomes, pre- 
pared by W. H. Gilbert, of the Legislative Reference Service of we rE: of Congress, pp. 106 ff. 

4 See Low Income Families and Economic Stability, also Low Income Families, 
hearings before the Subcommittee on Low jIncome Families a the Joint Committee on the Economic 
eh (81st Cong., 2d sess., December 1949), particulary pp. 423 ff. 

Low Income Families and Economic Stability, Report of the Subcommittee on Low Income 
Families of the Joint Committee on the Economic Report (8. Doc. No. 146, 8lst Cong., 2d sess., p. 9). 
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lumber and apparel industry, is largely determined by overall eco- 
nomic conditions as reflected, for example, in construction activity and 
national income. 

Here is a summary comparison of the economic situations in 1938, 
1949, and 1955. 

In 1938 unemployment was in the neighborhood of 10 million. In 
1949 it was close to 3,400,000 “ a figure almost identical with the 
latest. census report for February 1955.” 

National income in 1938 was less than $70 billion and showed a 
declining trend since the country was in a recession. In 1949 national 
income amounted to a little over $215 billion, and in the fourth quarter 
of 1954 it flowed at an annual rate of about $300 billion. Less than 
15 percent of this increase of almost 40 percent since 1949 is due to 
increasing prices. A good 25 percent is due to a larger flow of goods 
and services. 

Corporate profits before taxes increased from a mere $3.3 billion 
in 1938 to $26.2 billion in 1949 and $35 billion in 1954. The cor- 
responding figures after taxes are: 1938, $2.3 billion; 1949, $15.8 
billion and 1954, $17.8 billion. Dividend payments in 1938 were 
higher than profits after taxes leaving a net loss of $900 million. 
In 1949 dividend payments were $7.5 million and undistributed 
profits averaged $8.3 billion. By 1954 dividend payment had in- 
creased to $9.9 billion while undistributed profits were a little lower 
than in 1949 (1954, $8 billion).* 

The trend of wholesale prices was downward both in 1938 and 1949 
(1937, 56.1; 1938, 51.1; 1947-49=100; 1948, 104.4; 1949, 99.2.% At 
present, the wholesale price index is fairly stable, at a level of about 
110, with farm prices showing a declining trend and prices other than 
farm and food showing a slightly increasing trend. 

These comparisons must suffice to give a general idea of the differ- 
ence between economic conditions today and conditions prevaili 
when the Fair Labor Standards Act was first enacted in 1938, an 
when the minimum wage was raised from 40 cents to 75 cents in 1949 
(effective January 1950). There can be no question that the general 
economic situation prevailing today would allow a much higher 
relative increase in the minimum wage than the relative increases ‘in 
1938 and in 1949. 


(3) Prospects for the future 


In October 1954 the staff of the Joint Committee on the Economic 
Report prepared materials on the Potential Economie Growth of the 
United States During the Next Decade.” It estimated that the 
private gross national product could increase from $333.5 billion in 
1953 to $489.0 billion in 1965 at 1953 price levels. The real product 
per man-hour is expected to increase from 2.641 in 1953 to 3.641 in 
1965.°° The assumptions on which these estimates are based must 
be considered realistic. 

“ Economic Report of the President, January 1955, p. 155. 

7 U. 8. Department of Commerce, "Bureau of the Census, Current Population Reports, Series P-50, 
No. 60, May 2, 1955, p. 2. 

: All 1966 Sgn figures are preliminary. See Economic Report of the President, January 1955, p. 189. 


© Joint Gonmitte Print, 83d Cong. 2d sess., Washington 1954. 
51 Ibid. p 
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While the prospect for the future is good, let us once more look at 
the past experience with minimum wage legislation. This experience 
clearly points to certain problems which must be faced. Both in the 
early forties and in the early fifties inflationary trends helped to 
minimize the possible long-run employment effects of minimum 
wages. From a general economic point of view, it must be hoped 
that economic growth in the future will be more steady and less 
marked by inflationary forces than it has been in the past. This 
factor has been taken into consideration in suggesting an immediate 
adjustment to $1 only. However, further study should be given to 
the advisability of a gradual adjustment of minimum wages in order 
to be able to overcome the inadequacy of a $1 rate as soon as possible. 
In reviewing the adequacy of the minimum wage, the Secretary should 
take into consideration (1) changes in the cost of living (2) changes in 
productivity of manufacturing industries, (3) average hourly earnings 
in manufacturing, (4) the ability of industry to absorb wage increases, 
and (5) whatever additional factors he may deem significant. 

The effects of the increase of the minimum wage should also be care- 
fully studied by the Wage and Hour Division. To the extent to 
which it is feasible, all the factors touched upon in this report should 
be systematically explored. The study should, furthermore, be de- 
signed in such a way as to throw light on such. problems as training 
possibilities and education of low-wage workers, etc. Last but not 
least it should be oriented toward suggestions which would make 
minimum wage legislation a part of a systematic attack on the prob- 
lem of low-income families. It goes without saying that such a 
systematic approach must be part of an overall economic policy 
which dercngthele the forces making for a steady growth of our 
economy. 





V. Puerto Rico 


PUERTO RICO AND THE VIRGIN ISLANDS 
Puerto Rico 


The economic situation of Puerto Rico is fundamentally different 
from that of other parts of the United States. While the mainland 
has ample resources and a relatively low density of population, 
Puerto Rico has much more limited resources and an extremely high 
density of population (Puerto Rico: about 650 people per square mile; 
continental United States: about 50). Furthermore the death rate 
has declined sharply (from 18.4 per 1,000 in 1940 to 7.7 per 1,000 in 
1954) while the birthrate has remained approximately the same. As 
a result there is a continuous and continuing pressure of the population 
with resulting low standards of living, migration, and unemployment. 

Without imdustrialization Puerto Rico is not able to solve the 
economic problems arising out of this situation. Durimg the past 
15 years Puerto Rico has made great strides in that direction. It has 
been successful in attracting industry and has constantly increased 
wages from unbelievably low levels amounting in some cases to 5 
cents and less an hour. 

It has thus been able to create greater employment and earning 
opportunities. 

Table 24 gives an indication of employment in manufacturing 
industries in Puerto Rico: Of the 65,000 workers in manufacturing,. 
almost 40 percent are in food and kindred products and about 25 
percent are in apparel and other finished products. Tobacco manu- 
facturing follows after a long interval with a little over 5 percent. All 
other industries have a smaller relative share in manufacturing. 

However, these figures do not give a fully representative picture 
of the industrial situation in Puerto Rico since they exclude over 
30,000 home workers in the needle trades. Including these home 
workers, the needle trades are the most important branch of industry 
on the island. 


52 
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TaBLe 24.—Employment in manufacturing industries! in Puerto Rico by major 
industry groups: Mid-March 1951 


Major industry group 


Manufacturing, total 


Food and kindred products 
Tobacco manufactures 
Textile mill products 
Apparel and other finished products made from fabrics and similar 
materials 
Lumber and wood products, except furniture 
Furniture and fixtures 
Paper and allied products 
Printing, publishing, and allied industries 1, 407 
Chemicals and allied products 2, 042 
Leather and leather products 1, 267 
Stone, clay, and glass products 3, 200 
Primary metal industries 69 
Fabricated metal products (except ordnance, machinery, and trans- 
portation equipment) 370 
Machinery (except electrical) a 614 
Electrical machinery, equipment, and supplies 209 
Transportation equipment 1, 093 
Professional, scientific, and controling instruments; photographic 
and optical goods; watches and clocks 230 
Miscellaneous manufacturing industries 2,713 


1 Excludes 34,000 homeworkers. 


Source: U. 8. Department of Health, Education, and Welfare, Bureau of Old Age and Survivors Insur- 
ance, OASI Coverage Statistics, First quarter, 1951. 


Table 25 gives more detailed information about employment and 
wages in various industrial groups. 
ages range in the needle trades from 22% cents to 57% cents, in . 
food and related product industries from 35 to 42% cents, in tobacco 
from 31 to 36 cents. The highest rate, namely 75 cents, is paid in 
the following industries: banking, insurance, and finance; cement; 
and in some divisions of the chemical, the communications, and the 
metal industries. There are also some sections of the plastics industry, 
of the stone, glass, etc., industry, and of the textile industry which 
have 75-cent rates. This rate is paid, furthermore, in sugar manu- 
facturing and in shipping. Lumber and wood products are at the 
lower end with a range from 38 to 42 cents. 
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These figures can be fully understood only if we realize that the 
minimum wage in Puerto Rico has a tendency to be the prevailing 
wage. This is not literally true in all cases. ere are some examples 
of a smaller relative increase in payrolls than the relative increase in 
the minimum wage—a situation which proves that there is a wage 
structure over and above the minimum: 

Mattress, quilts, and pillows, August 23, 1954—increase in 
minimum, 50.1 percent; increase in payrolls, 13.6 percent; 
Shoe manufacturing and allied products, January 4, 1954— 
increase in minimums, 14.2 percent; in payrolls, 3.1 percent; 
Rubber, straw, hair, and related products, October 13, 1952— 
increase in minimum, 50 percent; in payrolls, 13.0 percent. 
Similar examples could be given for railroads, railway express, and 
property motor transport (May 4, 1953); construction, business serv- 
ice, etc. (August 11, 1952); hooked rugs (July 21, 1952); chemicals, 
petroleum, and related products (July 14, 1952); leather, leather goods, 
etc. (September 14, 1953); cement (July 14, 1953); corsets, brassieres, 
ete. (November 8, 1954). 

These are significant instances but in no way do they change the 
basic situation, which may be formulated as follows: minimum wages 
tend to be prevailing wages. This tendency is strongest in the lowest 
paid industries and becomes less pronounced in the higher paid 
industries. 

Under such circumstances a change in the minimum wage has a 
significant influence on the whole wage structure. This factor should 
be taken into consideration by the subcommittee in proposing 
graduated increases. 

However, there were other factors which should be considered in an 
extremely complex situation which is due to the fact that Puerto 
Rico, while being at a different stage of economic development from 
the mainland, is in an intimate competitive relationship with various 
mainland industries, particularly in the needle trades. 

As table 25 shows, Puerto Rico has made considerable strides in 
raising its wage level. From an average hourly wage of 44.3 cents in 
manufacturing in 1950, wages increased to an average of 55.4 cents in 
April 1954, respectively 50.2 cents in October 1954. (April is the 
seasonally high month, October the low month.) This is an increase 
of 5.9 respectively 11.1 cents—or an average increase of 8.5 cents— 
and of 13.3 percent respectively 25.3 percent or an average of 19.3 
percent. In individual industries the absolute and relative increases 
were considerably higher, yet the large number of low-paid needle 
workers who did not get major increases until June 1955 kept the 
overall manufacturing average low. 

These figures compare with a relative increase of over 30 percent in 
average hourly earnings in manufacturing (January 1950—October 
1954) and an absolute increase of 41 cents on the mainland. While the 
relative increase in average hourly earnings amounted to about two- 
thirds of that in the mainland, the absolute differential between the 
mainland and Puerto Rico widened from 98 cents in January 1950 to 
$1.31 in October 1954. 

These figures illustrate why an across-the-board increase of 25 cents 
equal to the increase on the mainland is necessary, fully realizing that 
it would be impossible for Puerto Rico to absorb such an increase 
immediately. 
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Before explaining the technical aspects of the suggested proposal, a 
few words about the underlying philosophy are appropriate. An 
effort has been made to find a compromise between the need to cushion 
a competitive advantage which was strongly felt by some mainland 
mdustries and Puerto Rico’s need to grow industrially at the greatest 
possible rate. Realistically speaking, the rate of growth in Puerto 
Rico must be greater than the rate of growth of the mainland. No- 
body can gain by slowing down this rate of growth because people who 
do not find employment opportunities in Puerto Rico will come to the 
mainland and look for work in New York and elsewhere. 

The subcommittee should further recognize the value of a flexible 
adjustment through industry committees. These committees should 
be the basis of wage adjustments to be made in Puerto Rico in the 
future. But the subcommittee should be greatly influenced by the 
past shortcomings in the functioning of these committees. The time 
elapsed between the beginning of committee proceedings and the 
effective date of the wage order for all industry committees between 
October 1949 and May 1955 averaged 310 days or about 10 months. 
In important cases the proceedings took about 2 years. Besides 
cumbersome procedures the main reason for these delays was a short- 
age of funds which made it impossible to have enough industry com- 
mittees. The government of Puerto Rico has done its share to over- 
come these difficulties by appropriating $100,000 for dustry com- 
mittees. The subcommittee should strongly urge that Congress 
appropriate adequate funds for industry committees in Puerto Rico. 

The significance which the subcommittee should attribute to 
industry committees will become clear as the technical aspects of the 
proposal are discussed: 

(1) All rates which were not increased during 1955 should be 
increased by 33.3 percent on January 1, 1956. 

(2) Also effective as of January 1, 1956, all rates which were 
increased during 1955 should be increased by 7% cents over the rate 
in effect on July 1, 1955. 

(3) Industry committees which function between now and the 
end of 1955 can further cushion the impact of the 33.3 percent increase 
if they increase rates between now and December 31, 1955. How- 
ever all industries should increase their rates by 33.3 percent within 
1 year after the effective date of the last increase in their rates. 

(4) By January 1, 1958, all rates should be increased by 25 cents 
over the rate prevailing on July 1, 1955. There are no definite steps 
provided to achieve this goal. Industry committees are to determine 
freely the pace of this adjustment. 

(5) Since it is not possible to foresee exactly what is going to 
happen within the next 24% years, the Secretary of Labor of the 
United States should be directed to submit a special report to Congress 
between January 1 and June 30, 1957, informing Congress about the 
progress made in achieving the 25-cent goal. The Secretary of Labor 
of the United States should consult with the secretary of labor in 
Puerto Rico in order to obtain his comments and recommendations. 
This provision is intended to give to the government of Puerto Rico 
an immediate opportunity to express its views. There should not be 
any undue delays in industry committee procedures. Every effort 
should be made to avoid unforeseen hardship cases in the adjustment 
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to a wage structure which is 25 cents higher than the one prevailing 
on July 1, 1955. 

In order to make industry committees a more adequate means for 
wage adjustments than they were in the past, the subcommittee is 
urged to recommend a streamlining of administrative procedures and 
an elimination of the second hearing. It is hoped that industry 
committees will function so well that they can become again the 
major means of increasing wages in Puerto Rico. During an experi- 
mental period of 2% years they will play a major role though there 
will be a need to set definite goals for this period. 

Table 25 (col. 7-12) gives a general idea of the impact of the pro- 
posed legislation. The employment figures are not fully reliable since 
they are based on number of people included in certain surveys at 
different periods of time rather than on the total number of employees 
in various industries. In small industries this is not likely to make 
much difference but in larger industries it may very well be a major 
source of error. However, these were the only data which the Depart- 
ment of Labor had. 

The total number of employees included in these surveys amount to 
approximately 104,000. All industries covered by minimum-wage 
legislation in Puerto Rico, however, employ about 125,000 people, 
according to recent estimates of the Wage and Hour Division. Of 
the 104,000 wage and salary earners surveyed, about 46,000 had 
wage increases during 1955. As a result, their rates will be increased 
by 7% cents rather than by 33.3 percent as of January 1, 1956. It is 
true that there is no difference between 33.3 percent and 7 cents in 
the lowest paid industries—those now paying 22% cents. But for all 
industries paying more than 22% cents, the 7-cent adjustment is 
smaller than 33.3 percent and for all industries paying more than 
35 cents, it is less than 20 percent. Over 21,000 among the 104,000 
workers now receive 75 cents an hour. It seems to be agreed that 
these industries will have relatively little difficulty in making a 25-cent 
or 33.3-percent adjustment. For almost 12,000 workers industry 
committees will be fanctiondie between now and the end of 1955. 

These figures show that about one-half of the wage and salary 
earners in Puerto Rico will get wage increases of 33.3 percent in 
January 1, 1956. For another half the full impact of the 33.3 percent 
is postponed until 1 year after the date of their last 1955 wage ad- 
justment. Columns 7 and 8 show the size of the adjustment to the 
33.3 percent rate and the new rate in effect after the adjustment has 
been made. Since all industries make a 7\-cent adjustment on 
January 1, 1956, the remaining increase up to 33.3 percent varies 
between 2% cents and 17% cents effective 1 year after the 1955 rate 
change. The impact of the 33.3 percent is proportional but the first 
adjustment of 7% cents implies a relatively higher adjustment for the 
lowest paid rates. 

In view of the complexity of the Puerto Rico situation and the 
difficulty of finding a simple solution which is satisfactory from all 
points of view, the Department of Labor should be asked to make a 
careful study of the impact of the proposed changes in Puerto Rico, 
Should any layoffs occur the reasons should be investigated and alter- 
native remedies should be explored. The adjustment of the wage 
structure in Puerto Rico should be further explored in connection 
with the overall development of the island. 
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LANDMARKS IN THE History oF Minimum WaGE LEGISLATION IN THB 
UniTep STatTes 


STATE LEGISLATION 


The history of minimum-wage legislation dates back to 1913, the effective date 
of the first law passed in Massachusetts during the preceding year. A major 
Federal inquiry into women and child wage-earners in the United States under- 
taken from 1907 to 1910 showed “shockingly low” earnings “in the majority of 
cases.’’! These findings were supported by special investigations made in 
Massachusetts and Michigan. As a result the United States awoke to the fact 
that it was a great industrial community, not a pioneer state. The country 
began to be concerned about the conditions under which thousands of its citizens 
labored for wages.? 

The first wave of minimum wage legislation was limited to women and minors. 
It comprised the following eight States: California, Colorado, Minnesota, 
Nebraska, Oregon, Utah, Washington, and Wisconsin. The second wave came 
in the early twenties. South Dakota, Arizona, Arkansas, the District of Colum- 
bia, Kansas, North Dakota, Puerto Rico, South Dakota, and Texas added 
minimum wage laws to their statute books. 

These laws underwent many changes. In the District of Columbia, Arkansas, 
and Arizona the laws were declared unconstitutional by the United States Supreme 
Court. Yet the number of States which enacted laws increased and shortly after 
the entrance of this country into World War II 30 State minimum wage laws for 
women were in existence. Most of these laws were broad in their coverage provi- 
sions.3 

Connecticut became the first State to bring men under coverage by amending 
its law in 1939. While the Oklahoma law of 1937 was written to cover nonwomen 
and minors, it was held invalid due to a technical defect in its title. 

Subsequently seven additional States have broadened coverage to include men, 
These States are New York (1944), Rhode Island (1945), Massachusetts (1946), 
New Hampshire (1949), New Mexico, Idaho and Wyoming in 1955. 


FEDERAL LEGISLATION 


The Fair Labor Standards Act of 1938 constitutes the first major permanent 
effort of the Federal Government to deal with wage-and-hour standards. The 
act now in existence—the Fair Labor Standards Act of 1938, as amended— 
follows the essential outline and basic structure of the 1938 act. A brief survey 
of the original act is, therefore, important for an understanding of the present 
situation. 

The central ideas of the Fair Labor Standards Act of 1938 were: (1) To set “a 
floor under wages,”’ (2) a ‘‘ceiling over hours”’ and (3) to “‘give a break”’ to children. 
Its main objectives, which remains unchanged to this date, is to eliminate “labor 
conditions detrimental to the maintenance of the minimum standard of living 
necessary for health, efficiency, and general well-being of workers” for its own 
sake as well as to avoid unfair competition. It aims to achieve this objective 
“as rapidly as possible * * * without substantially curtailing employment or 
earning power. * * *” : 

The Fair Labor Standards Act of 1938 provided for a minimum wage of 25 
cents to be increased gradually to 40 cents an hour within 7 years from enactment 
of the act—that means by October 1945. However, this level was first reached in 
September 1939 and by July 1944 all industries in the continental United States 
had reached the 40-cent minimum. Subminimum rates could be authorized for 
learners, apprentices, certain types of messengers, and handicapped workers. 





1 The Development of Minimum-Wage Laws in the United States, 1912-27, U. 8. De partment of Labor, 
Bulletin of the Women’s Bureau, No. 61, Washington 1928, p. 4. 

2 Ibid., p. 3. 

8 State Siintenass-Wene Laws and Orders, 1942, an analysis by Florence P. Smith. U.S. Department of 
La»or, Bulletin of the Women’s Bureau, No. 191, Washington 1942, p. 1. 
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Industry committees were created to through the minimum-wage pro- 
visions in accordance with the objectives of the act. These committees were 
tripartite with representatives (1) of the employers in the industry, (2) of the 
employees and (3) “‘disinterested persons representing the public, one of whom the 
Administrator shall designate as chairman.” 

The act also provided for time and one-half “regular rate’ for hours worked 
in excess of 40, after the second year of enactment of the act. Exceptions from 
the overtime provisions were granted (1) in case of guaranteed annual wage 
agreements “‘made as a result of collective bargaining,’ and (2) for a period of 
not more than 14 workweeks in seasonal industries under specified conditions. 

The act prohibited the shipment of goods produced by firms employing “‘oppres- 
sive child labor.” The latter was defined as (1) employment of minors under 
16 years in manufacturing and mining, (2) employment of minors under 18 years 
in occupations found to be hazardous. Exceptions could be made for minors 
between 14 and 16 years in industries other than manufacturing and mining if 
employed outside school hours under certain conditions to be certified by the 
Department of Labor. 

he act covered all employees engaged in interstate commerce ‘‘or in the 
roduction of goods for commerce” or in activities ‘“‘necessary to production.” 
t provided, however, for a series of exemptions. Its net effect was to give 
minimum-wage benefits to almost 15 million workers. 

Exemptions from the minimum wage and maximum hours provisions were 
granted to (1) employees in executive, administrative, professional, or local 
retailing capacity; (2) outside salesmen; (3) certain employees in retail and 
service establishments; (4) employees in agriculture, fishing, and in the processing 
of fisheries products as well as to employees engaged within the ‘‘area of pro- 
duction” in handling or processing agricultural commodities. Exemptions were 
also granted to (5) a ee in local transport, (6) employees of air carriers, and 
(7) employees of small weekly or semiweekly newspapers. 

Exemptions from the overtime provisions were granted (1) to employees of 
railroad, express companies, sleeping-car companies and pipelines; (2) to drivers, 
drivers’ helpers, loaders, and mechanics of certain types of carriers. 

Special child-labor exemptions were given to child actors in motion pictures or 
theatrical productions. 

During the first 10 years of its operation (1938-48) only 3 relatively minor 
amendments were passed by Congress: 

(1) Switchboard operators in small public telephone exchanges were added 
to the exempt list (August 1939). 

(2) The Administrator was empowered to adopt minimum wages less than 
the statutory minimum in Puerto Rico and the Virgin Islands (June 1940). 

(3) Overtime exemptions in case of guaranteed wage agreements were 
slightly modified (October 1941). 

The Fair Labor Standards Act was, furthermore, indirectly amended by the 
Portal-to-Portal Act of 1947.4 


THE PRESENT SITUATION 


In 1949 Congress enacted a series of major revisions of the Fair Labor Standards 
Act of 1938. 

(1) The minimum wage rate was increased from 40 to 75 cents an hour, 
(2) changes in overtime regulations and in regard to child labor were made in 
general agreement with the suggestions of the Administrator mentioned above, 

(3) Retail and service exemptions were changed, small newspaper and switch- 
board operator exemptions were broadened and the following activities were 
added to the exempt list: employees on certain irrigation projects, small logging 
or forestry operations, taxicab employees, certain telegraph agencies, newspaper 
deliveries to the consumer. 

There were also certain additions to the overtime exemptions of the act. 

(4) Administrative rules were modified. 


4 Most significant is the exclusion from “hours worked” of time spent in “preliminary” and ‘“‘postliminary”’ 
activities unless compensable by practice, custom, or 8greement. 
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AppEenpIx II 


SECTION I 


THe ExperreENceE Maps Wita Mintmom Wace LEGISLATION, 1938-54 


As we try to assess the economic implications of the proposed in- 
creases in minimum wage, we should first examine the actual experience 
made with Federal and, insofar as significant, State minimum-wage 
legislation. 

Section II summarizes the impact of various wage orders during 
the 1938-41 period and the results of the increase of the statutory 
minimum to 75 cents in January 1950. Some of the most sensitive 
low-wage industries are included in this summary survey: seamless 
hosiery, textiles, men’s cotton garment industry (1938-41 surveys. 
The main sources for these surveys are: (1) U. S. Department of 
Labor, Wage and Hour Division, Annual Report, 1941, Washington, 
1942 (from now on quoted as Annual Report 1941), (2) H. M. Douty, 
Minimum Wage Regulation in the Seamless Hosiery Industry, The 
Southern Economic Journal, October 1941; (3) H. M. Douty, Effects 
of Wage Orders, The American Labor ae em Review, December 
1942); southern sawmilling, men’s dress shirts and nightwear, fertilizer, 
men’s seamless hosiery, wood furniture industries (1950 surveys. 
The main source for the 1950 surveys is the publication of the U. S. 
Department of Labor, Wage and Hour and Public Contracts Division, 
Results of the Minimum Wage Increase of 1950, Washington, 1954 
(from now on quoted as Results of the Minimum Wage Increase of 
1950)). In addition, the survey covers all those industries which 
encountered the greatest difficulties in making the 1950 adjustments: 
gulf oyster canning, hand manufacturing of cigars, raw-sugar pro- 
duction in Louisiana, as well as 41 establishments reporting adjustment 
problems to the Wage and Hour Division. 

The total number of workers included in the surveys was about 1% 
million, about 65,000 of these having been examined both during 
1938-40 and in 1950. 

The summary is ordered by industry. It begins with the dry 
cleaning and dyeing industry in Ohio as compared with Indiana. For 
each industry listed 12 points were examined: (1) Indicates the time 
period covered by the survey and the time when the statutory mini- 
mum wage went into effect. (2) Lists the number of employees 
involved. (3) Shows wages before and after the minimum wage went 
into effect. (4) Shows the direct increase in wages. (5) Shows the 
indirect increase. (6) Gives an idea of the effect on employment and 
(7) summarizes the impact on productivity per man-hour. (8) Men- 
tions effect on demand and/or prices and (9) contains the very meager 
information on profits. (10) Deals with plant mortality and (11) with 
miscellaneous items particularly changes in hiring practices, etc. 
(12) Gives general qualifications, etc. It was hoped to present this 
information in tabular form but this was technically not possible. 

Though somewhat more difficult to follow in its present form, 
Appendix II gives a succinct bird’s-eye view of some significant 
aspects of the experience with minimum wage legislation. Besides 
the industry-by-industry classification (sec. IT), it has a special section 
on the impact of minimum wages on technological change and pro- 
ductivity (sec. III) and on employment (sec. IV). These areas have 
been specially summarized because of their importance. A final 
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section V brings together some historically significant material whieh 
is now difficult to find. 

The third point discussed under each industry classification in sec- 
tion II compares the wage structure before and after enactment of a 
specific minimum-wage rate. It shows various, in some cases con- 
siderable, increase in average hourly earnings and corresponding 
upward movements of workers who were below the minimum at the 
éffective date of the change. In southern sawmilling, for example, 
69 percent of the workers were below the 75-cent minimum in 1950. 

The fourth and the fifth points under aol industry classification in 
section II deal with the direct and the indirect effects of increased 
minimums. The data are not strictly comparable because they refer 
to different periods of time elapsing after changes in minimum wages. 
However, they allow the following general conclusions: (1) The im- 
mediate effect of statutory minimum wages is a narrowing of differ- 
entials and a concentration of workers who were below the minimum 
at or near the new statutory wage. (2) A certain amount of pressure 
arises immediately to maintain previously existing differentials. 
Some adjustments above the minimum may become imperative. 
(3) The indirect effects, however, are relatively small unless an eco- 
nomic situation arises which allows wage rates above the minimum to 
be increased. (4) Over a number of years, basic forces determining 
the wage pattern in American industry—forces not related to mini- 
mum-wage legislation—seem to have a tendency to restore old differ- 
entials. These findings suggest that indirect increases have to be 
considered in assessing the possible impact of an increase in the 
minimum wage. 

Point 6 in section IT and section IV show the effects on employment, 
while point 7 in section II and section III concentrate on technological 
change and other factors determining man-hour productivity. These 
two points and sections are among the most important parts in ap- 
pendix II. It is best to read them in conjunction with the points 
summarizing plant mortality and changes in certain managerial 
practices (points 10 and 11). 

The 1938-41 experience shows a net increase in employment, a result which is 
due to the increase of employment in the cotton-goods industry. The latter 
more than balanced a slight decline of employment in seamless hosiery. How- 
ever, the trend is not too clear. The accesssion rate seems to have been higher 
than the mortality, rate of business establishments for the period 1938-40. The 
following generalizations, however, are well established—and confirmed by later 
experience: 

(1) There is a tendency for displacement of individual workers. In some 
cases the rate of separation has been higher for low paid than for higher 
paid workers and for older than for younger workers. (2) Though we do not 
have enough information to state that the rate of introduction of technological 
improvements increased substantially, the minimum wage resulted in consider- 
able technological improvements and changes in management’s policy which 
increased productivity, (3) the net curtailment of employment opportunities was 
small even if we consider only the sections of the industry which were hardest 
hit. (See interesting case history of workers in 27 cotton garment plants 
summarized in section II under ‘‘Men’s cotton garment industry.’’) 

The 1950 experience which has been explored more systematically than the 
1938-41 experience further supports the three major generalizations just made. 

' Table 26 gives estimates of the maximum unemployment at least partially 

caused by the 75-cent minimum in 1950. It shows that the wage adjustments 

made at that time may have adversely affected up to 10,400 workers. But 

only a fraction of that small number could be attributed to difficulties of mar- 

inal firms. In southern sowneilings for example, the decline was partially 
oO 


ue to seasonal factors and to bad logging weather. Such factors must have 
played a role because the lowest wage regions showed a decline smaller than the 
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industry average. The same is true of the fertilizer industry. In hand manufac- 
turing of cigars, the mechanization process was definitely speeded up. An undis- 
closed number of the dismissed workers was certified as handicapped and rehired. 
The decline of employment in oyster canning is due to a combination of four 
factors: (1) canning has been exempt prior to 1949; (2) it involves mainly hand 
labor; (3) in the 3 years immediately preceding the enactment of the minimum 
wage, the number of canneries had increased from 32 to 52 because of the postwar 
boom; (4) however, sales and prices were falling when the 75-cent minimum went 
into effect. Most people who read the detailed story of the 41 establishments 
with adjustment problems will agree with the conclusions drawn by the Wage 
and Hour Administration: 

**The experience of the establishments studied represents cases of major unfavor- 
able adjustments and are believed not to be typical of subject industries generally 
* * * even within as selected a group of firms as those surveyed, however, the 
adverse consequences of the 75-cent requirement were on the whole not very 
substantial.’’ § 


TaBLe 26.—Estimates of maximum unemployment at least partially caused by 
75-cent minimum in 1950 


{Data based on survey of the low-wage industries listed below and of all adjustment problems reported to 
the Wage and Hour Division] 





Number of employees 

Southern sawmills. _________ ALE be UB 2 SU 4, 000 
Fertiliser. ............-.- Seebbeles Ubs 2 sees oS A v2 1, 400 
Men’s seamless hosiery, only seasonal. 
Wood furniture, no decline. 
Men’s dress shirts and nightwear, no decline. 
Hand manufacture of cigars. _______-- bY SUE le ida ave 500-1, 000 
Oyster canning----- i SE iod i Oss cab Sd nes add iota iid 2 1, 000 
Raw sugar, Louisiana, no exact data; ‘‘some jobs eliminated.” 
41 specific establishments with adjustment problems_--._..-~--- 2, 000-3, 000 

eines. is sdk ce eaten Soe. Gul ane 8, 900-10, 400 


Out of 21 million employees covered by the act and out of 1.3 million employees 
who received increases as a result of the 75-cent minimum. 


Data from Wage and Hour Division study, Results of the Minimum-Wage Increase of 1950. 


The total employment effect directly attributable to an increase of the minimum 
wage to 75 cents in 1950 was certainly smaller than the 8,900 to 10,400 workers 
listed in table 24. A summary of the effect of a minimum wage in dry-cleaning 
and dyeing industries in Ohio may well be used as a general comment on the 
employment effect of minimum wages all over the country: 

**While the application of minimum-wage orders in service industries may serve 
as the immediate occasion for dismissal of a relatively few employees by some 
firms, the more deep-seated cause of such dismissal usually is found to be a gener- 
ally bad business situation in the particular establishment that had required 
adjustment even before there were minimum-wage orders.” ® 

Numerically even the 10,400 figure amounts to a decline in employment of less 
than 1 percent of the number of workers whose wages were adjusted because their 
hourly rate was below 75 cents in 1950. This percentage would be smaller if 
based on the total number of workers who obtained increases as a direct or indirect 
result of minimum wage legislation. And it is in the neighborhood of one-twen- 
tieth of 1 percent if based on the total number of workers who are effectively cov- 
ered by minimum wage legislation. 


Point 8 and under section II summarize the available information 
on price changes, demand and profits, industry by industry. Durin 
1938-41 there were slight increases in wholesale prices, but no genera 
inereases in retail prices. In 1950 the price level was, on the whole, 
stable up to the outbreak of the Korean war in June of 1950. 

The general qualifications applicable to the surveys as presented in 
point 12 of section II may be summarized as follows: (1) It is difficult 
to isolate one factor—the impact of the minimum wage—in a con- 





$ Department of Labor, Wage and Hour and Public Contracts Division, Results of the Minimum Wage 
Increase of 1950, p. 15. 

* U.S. Department of Labor, Bulletin of the Women’s Bureau, No. 166, The Effect of Minimum-Wage 
Determinations in Service Industries, p. 5. 
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stantly changing, dynamic economy. (2) The defense and war 
economy of the forties and the Korean war in 1950 had a significant 
impact on the economy. In both cases it was therefore not possible 
to follow the long-run impact of minimum wages. 


SECTION II 


Errects oF Minimum Wace LEGISLATION ON SELECTED INDUSTRIES 


I. Dry cleaning and dyeing industry; Ohio as compared with Indiana 

1. Time period: Wage order Ohio, January 1935: 35 cents an hour; Indiana, 
no minimum wage. 

2. Number of employees involved: Ohio, about 300 establishments, over 3,000 
employees, about 60 percent women; Indiana, about 200 establishments, over 
1,000 employees, over 50 percent women. 

3. Wages before and after enactment of minimum-wage legislation: Almost 
one-half of the women workers earned less than 35 cents. 


yupemninge distribution 


1934 2 1935 1935 
|\— 


Ohio | Indiana | Ohio | Indiana | Ohio | Indians 


Hourly earnings: | i 
Less than 35 cents_.................-. 5 : 0) ; 4.3 57.8 
re en scan . 8 . ‘ 16.9 | 49.2 | 16.6 
40 to 49.9 cents _-.-- : J é 12.6 | 35. 5 19.4 
50 cents or more . oan 7 | . . a5) 11.0 | 6.3 


Weekly earnings .......-.--. , ; . $13. 25 | ~ $17. 20 | $15. 50 


Source: U.§ dt Denerteens of nates Bulletin of the eanet s awe} No. 166, p. 34. 





4. Direct increase in wages: No change in proportion wages formed of receipts. 

5. Indirect increase in wages: Employees in the higher brackets received in- 
creases after a considerable time lag. 

1935-37: 30 percent increase in earnings over 40 cents an hour. 

Total payroll increased 36 percent from 1934-37. 

6. Employment: Number of employees incree:ed by 11 percent in Ohio as 
compared to 24 percent in Indiana. 

Proportion of women employed did not change. 

Some plants suffered decline in business. 

Hours worked in Ohio shorter than in Indiana. 

7. Technological change and productivity per man-hour: Improvement in oper- 
ating and managerial efficiency. Fundamental changes in industrial cleaning 
process started before enactment of minimum wages. Trend in laborsaving 
équipment speeded up. 

8. Demand and prices: Increase in dollar sales, 1934~37: 40 percent. 

9. Profits: No figures. 

10. Plant mortality: No figures. 

11. Others: No figures. 

12. General—qualifications: Fundamental equipment and commercial readjust- 
ments were occurring in industry. 


II. Seamless hosiery 


‘1. Time period: 1938-40; wage order, September 1939: 32!4 cents. 
2. Number of employees involved: Approximately 62,000. 
1939: 75.6 percent of average number of workers were in the South. 
6 1940: 65.4 percent of total production was in North Carolina, Tennessee, and 
eorgia. 
75 shy of working force female. 
ages before and after enactment of minimum-wage legislation: 
Average hourly 
earnings (cents) 
1938 (1st 8 months)____--_- 
1939 (1st 8 months) 
1940 (1st 8 months) 








68 AMENDMENT’ OF FAIR LABOR STANDARDS ACT OF 1938 


Percentage distribution of workers in identical plants according to average hourly 
earnings, seamless hosiery industry, 1938-40 


| 
Percentage distribution | Percentage distribution 
of workers, 1938 of workers, 1940 ! 


Average hourly earnings 





Simple | Cumulative Simple | Cumulative 
| | 


’ 














a gE Tee ae ached oe 74. iieiceneeiel OR Dit Bdbte ee the le 
17.5 and under 22.5 cents. -......-- i PE as 8.9 13. 6 | 0.1 0.1 
22.5 and under 25.0 cents...__.-.-- ; 6.9 | 20.5 1.1 <7 
25.0 and under 27.5 cents_.....-.-.-- ; Ks 9.6 30.1 5 1.7 
27.5 and under 30.0 cents. .......-...-- cal 8.2 | 38.3 oe 2.4 
30.0 and under 32.5 cents. ..........-. scalitnainieae 10.5 | 48.8 1.3 3.7 
32.5 and under 35.0 cents--...-.....-- ba as oa 9.7 | 58.5 32.2 35.9 
35.0 and under 37.5 cents_.._..._-- ke aikenl 8.4 | 66.9 | 13.8 49.7 
37.5 and under 40.0 cents. ._..-- 6.5 73.4 | 10.5 60. 2 
40.0 and under 42.5 cents..__...-- . a — 5.6 | 79.0 | 8.7 68.9 
42.5 and under 47.5 cents. -._..._-- ‘ 7.3 | 86.3 | 12.2 81.1 
47.5 and under 52.5 cents--........-- bs ale sabe 4.4 | 90.7 | 7.2 88.3 
52.5 and under 57.5 cents. .__..--_- 2.8 93.5 | 3.9 92.2 
57.5 and under 1.8 95.3 | 2.0 94.2 
62.5 and under 67.5 cents. .__....... 1.5 | 96.8 | 1.7 | 95.9 
67.5 and under 72.5 cents_................ 1.2 98.0 1.1 97.0 
72.5 and under 77.5 cents. ...........-.-.- 8 98.8 | 1.1 98.1 
77.5 and under 82.5 cents.............--.- 4] 99. 2 | 5 98.6 
82.5 and under 87.5 cents_--....-...--.- ; 1] 99.3 | 4 | 99.0 
87.5 and under 92.5 cents_._....--- Cae .3 | 99.6 | 5 99.5 
92.5 and under 100.0 cents. ._......-..--- nodagienis ies 2 | 99.8 | -2 99.7 
I ncomabipeneaseinunal 2 | 100.0 | 3 100.0 
OE I a ons kk ohio noite actinditedaile 18, 270 17, 346 


1 Does not include data for 6 plants out of business in 1940. 
2 Less than Mo of 1 percent. 
Note.—Almost 4% of workers earned less than 3244 cent wage order. 


Source: Annual report, 1941, p. 24. 


4. Direct increase in wages: No figures. 

5. Indirect increase in wages: Differentials reduced between: Low-wage firms 
and industry average; high-wage groups and industry average. 

Impact different among plants of comparable wage structure before increase 
in minimum. 

However, certain indirect effects as shown in the following table: 





Percentage Percentage 
distribution | distribution 
of workers, | of workers, 





} 
| 
1938 1940 
Average hourly earnings: 
etl an dee nines cinta me erainine meen >mieeimannt 48.8 3.7 
ee ee ee I, Sse ais Lh un dedbueuvbbundinccpboususeetanda< 9.7 32.2 
35.0 and under 47.5 cents__........- cwsiecadoabaskecdbocvecvondsebeuseebun 27.8 45.2 
STD CRO CG BI ic 66 i Ct $c sinicrcp th bindasprp ieanewer sl iinin 13.7 18.9 
} 
Total___-- a Ree Fs Dee ale ee ere ee | 100.0 100.0 
| 


Source: Annual Report, Wage and Hour Division, 1941, p. 25. 


Apparent indirect effect 74 percent of the direct effect. 

1940: Marked concentration of workers at or near minimum. 

6. Employment: No immediate change. Slight decline 6 months after— 
1939 higher output than shipment, 1940 adjustment. 
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Index of employment 
[1938=100} 


Year and month ment Year and month | men | hours 
(NAHM) (BLS) 


Employ- Man- || Employ- | Man- 
| (NAHM) | (BLS) 


———— | | |! — 


: 107.0 | 3.1 
. he chan 107.7 | 119.8 
| ih acatriaa 108.8 | 120. 9 
ee ; 
| 
| 


107.8 120.2 
107.8 | 108, 6 
108.0 114.3 
107.0 109. 4 
105.1 | 101.3 
103.9 | 91.5 
102, 4 91,6 
103. 5 | 

104.2 

104. 5 j.... 

105.0 |.. 


S8 23828558 


- 
o 

> . . ’ ’ - ‘ , . - 

LOWMAN WADWDWAIAAows owe 


& Sestiseeseex 


a CK CMK oOo Oe 


— 


; 106. 3 : 
i] December -. - - - 105.3 1... 
Averages for the first 8 
months of each year: | 
ee 96.4 | 
ge EEE 108. 6 | 

a al 105. 3 


— ee 
_ 

sss 

ae Am 





— 
occ 
Sas 

asa 


7.8 


Source: Annual report, 1941, p. 19. 
1938-40: Employment declined: 


Workers in firms which went out of business______..-_..._---_-_-------- 402 
Workers in other firms 5 


Employment displacement relatively greater in low-wage plants (particularly 
in the South). 

1938-40: 15 percent decline in number of knitters. 

7. Productivity per man-hour: Increase in the use of automatic machines and 
of transfer machines with elastic-top attachments. Rate of introduction ‘‘prob- 
ably accelerated.”” Managerial performance stimulated. ‘‘Marvelous improve- 
ment in lighting.’ 

8. Demand prices: Wholesale price trend upward at time of wage order, yarn 
prices upward, price adjustment “‘moderate in nature.” 

Maximum increases: 6.2 percent. 

No general increase in retail prices in the year following the effective date of 
wage order. 

9. Profits: No figures. 

10. Plant mortality: “Of the 97 plants surveyed in 1938, the Bureau found that 
6 had gone out of business by 1940. These 6 plants had employed a total of 402 
workers in 1938. Thus, 6.1 percent of the plants, employing 2.2 percent of the 
workers, had left the industry as represented by the plants that comprised the 
1938 sample. This represents an annual plant mortality rate of about 3 percent, 
which is in no sense exceptional. As shown earlier more than 5 percent of the 
plants went out of business each year during the period 1937-38, and it was not 
—_ the very end of this period that the 25-cent statutory minimum went into 

ect. 

“Of the six plants that went out of business between 1938 and 1940, 2 were 
located in the North and 4 in the South. Relatively high average wages were 
being paid in two of these plants in 1938, and average earnings in the largest 
plant to leave the field were over 32% cents. 

“The rate at which new plants entered the industry is not definitely known for 
this period. It is known, however, that between May 1938 and January 1940 
there was a net'increase of 18, 9 in the North and 9in the South. It thus appears 
that the accession rate exceeded the mortality rate, and that, despite the wage 
order, new enterprisers believed the industry continued to offer attractive oppor- 


_tunities.”’! 


11. Others: Some firms have introduced training of employees in connection 
with vocational schools. 
Elimination of most inefficient operators or transfer to other jobs, certification 


of handicapped workers, general improvement in employment technique. 
"1 Annual report, 1941, p. 21. 
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12. General—Qualifications: “It is impossible to isolate and measure com- 
pletely the effect of a single factor upon the operations of an industry. Even 
during relatively short perieds, many influences in a dynamic economy affect the 
rate of operation, the volume of employment, the character of technical innova- 
tions, and other aspects of industry operation. An analysis of :the effect of one 
factor, therefore, can only deal in a reasonably approximate way with its in- 
fluence.’ 


III. Textile industry: Basic fiber-using industries except woolen textiles and kni 
goods 

1. Time period: 1938-41: October 1938, 25 cents; October 1939, 32% cents; 
June 1941, 3734 cents. 

2. Number of employees involved: 1939, about 3,000 establishments, 620,000 
wage earners, 30,000 salaried employees. 

About 55 percent of wage earners in the South, over 50 percent of value of 
product and about 30 percent of establishments in the South. 

(a) Sixty-six percent of wage earners in cotton goods; 74 percent of these in 
the South. 

(6) One hundred and twenty thousand wage earners in silk and rayon goods; 
predominantly in the North, 

(c) Sixty-three thousand wage earners in dyeing and finishing of cotton, silk, 
and rayon; mainly in the North, 

3. Wages before and after enactment of minimum wage legislation: 


Percentage distribution of workers by average hourly earnings in the cotton-goods 
industry for 7 periods, July 1983 to April 1941 ' by region 






































NRA NRA NRA After FLSA 32% 
not yet uncon- Bowe cents wage order 

Region and average hourly earnings ee naenEN Rene = ia RRP 

July | August | August | April 1938 Septem- 

1933 1933 1934 1937 ber 1940 

United States, total_..........-- 100.0 100.0 100.0 100.0 100.0 100.0 

Less than 30.0 cents.................. 82.1 7.4 5.1 10.6 18.8 1 
30.0 to 32.4 cents_._.....-- . 5.4 27.5 27.8 5.7 15.9 1.0 _ 
32.5 to 34.9 cents--__. 3.7 18.1 11.8 12.5 15.5 39.1 23.8 
35.0 to 37.4 cents__. 2.4 10.3 16.3 15.1 10.4 13.4 21.1 
37.5 to 39.9 cents._............ 1.5 8.6 9.1 10.6 8.7 9.1 10.8 
40.0 to 42.4 cents__._. 1.4 6.7 6.5 10.3 7.0 7.5 8.7 
42.5 to 44.9 cents... 8 4.3 4.8 6.8 5.2 6.2 7.5 
45.0 to 47.4 cents__- 7 4.4 4.7 5.3 4.5 5.5 6.0 
47.5 to 49.9 cents____. ov 3.0 3.0 4.8 3.9 4.1 4.9 
50.0 to 52.4 cents__...........- deci 4 2.3 2.3 3.9 2.9 3.7 3.4 
62.5 cents and over...............-... .9 7.4 8.6 14.4 7.2 10.3 13.1 
ict nc paicknhevnnodinnden 100. 0 100. 0 100. 0 100. 0 100. 0 100.0 100. 0 

Less than 30.0 cents 70.3 4.2 2.0 1.2 2.7 () () 
30.0 to 32.4 cents_- 7.1 2.5 1.5 1.0 3.4 ‘8 «i 
32.5 to 34.9 cents__...-... 6.7 26.7 9.5 2.1 18.0 8.4 2.3 
35.0 to 37.4 cents__.__.-- 3.8 12.2 28.1 3.9 10.5 16.5 10.7 
37.5 to 39.9 cents__........ 2.9 12.3 12.6 10.8 13.8 9.1 12.5 
40.0 to 42.4 cents._...........- 2.4 9.5 9.3 18.2 10.7 9.8 8.3 
OS OO G8. OU dae ceo eeten cena: 1.8 6.2 6.7 11.2 "me 10.7 13.2 
45.0 to 47.4 cents... .......-...-.... F 5.4 6.0 9.1 6.2 8.4 9.8 
47.5 to 49.9 cents._................._.- 1.6 3.9 4.5 7.9 5.6 6.8 8.1 
$0.0 to &2.4 cents..............--...... 8 3.2 3.1 6.2 5.1 §.1 6.2 
62.5 cents and over...........-....... 1.9 13.9 16. 7 28.4 16.3 25.1 28.8 
I insite enttnntietnd 100. 0 100. 0 100. 0 100.0 100.0 100.0 100.0 
Less than 30.0 cents_..........-...... 89.5 9.4 6.9| 13.7 24.2 1} @ 

30.0 4 4.3 42,2 42.5 7.3 20.0 2 +9 
32.5 2.5 12.9 13.0 16.2 14.5 47.4 29.4 
35.0 1.3 9.2 9.9 19.0 10.3 12.6 23.9 
37.5 .6 6.5 7.2 10.5 7.1 9.1 10.4 
40.0 5 5.0 4.9 7.6 5.7 6.9 8.8 
42.5 -3 3.2 3.8 5.3 4.4 5.0 6.0 
45.0 .2 3.8 4.0 4.0 4.0 4.7 5.0 
47.5 2 2.5 2.2 3.7 3.4 3.3 4.0 
50.0 . ol 1.7 19 3.1 2.1 3.3 2.7 
62.5 cents .6 3.3 4.0 9.6 4.3 6.4 8.9 











1 Results for April 1941 are preliminary, based on odiertnenta of September (1940) data as telegraphic 
replies indicated positive wage changes in individual mills. 
2 Less than Mo of 1 percent. 


Source: Annual report, 1941, p. 35. 





2H. M. Douty, Minimum Wage Regulation in the Seamless Hosiery Industry, The Southern Beonomie 
Journal, October 1941, p. 176. 
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1938: 54 cents average hourly wage: 1940: 54.1-—55 cents average hourly wage. 

4. Direct increase in wages: 1939 ll 16.6 percent greater than 1938; 1940 

roll 26.7 percent greater than 1 25 cents increase no measurable effect; 
re aS" ergs bury earnings pa 1 
to ovem average ngs nden - percent. 

November 1939-December 1939: plus hou 

5. Indirect increase in wages: No figures. 

6. Employment: 1939, 9.2 percent greater than 1938; 1940, 13.6 percent greater 
than 1938; 1938-39 plus 4 vagal 1940 minus 9.6 percent (compared to 1938); 
1938-39 plus 10.4 percent; 1940 minus 0.2 percent. 

7. Productivity per man-hour: Improvement in technical efficiency noted 
before 1938 consistently continued. 

8. Demand prices: Wholesale prices: 1938-40 plus 50 percent (raw silk); 
plus 2.1 percent (rayon staple). 

9. Profits: Mill margins (approximate index of profitability over short run) 
increased. 

10. Plant mortality: No figures. 

11, Others: No Fares 

- General qual cations: 1941 figures strongly influenced by defense economy 


IV. naan 8 cotion garment industry: overalls, work shirts, washable service apparel, 
work pants, and other single pants. 
1. Time period: July 1940 wage order ie from 32-35-37 cents. 
2. Number of employees involved: about 25,000 workers. 
3. Wages before and after enactment of minimum-wage legislation: 


clothing 
Dress and sports shirts, collars, and nightwear 
Saee yams other than cotton 
Ww le service apparel 


Source: Annual report, 1941, p. 40. 


Substantial number increased piece rates, others not—workers felt impelled to 
work harder (limited case study). 
4. Direct increase in wages: 


Setimmtet Bw 
e vane bill Actual per- 
e 


for == in- 
Industry division mated the the 
minimum wage bill, 
wage set in the 1939-41 
rae wage 


ing 
Dress and sport shirts, collars, and nightwear 
Single pants other than cotton 


Source: Annual report, 1941, p. 40. 


5. Indirect increase in wages: Reasons for greater indirect increase in cost: 
(1) workers above minimum got increases; 
(2) rising prosperity, increasing Government contracts, conducive to 
higher rates; 
(3) demand of defense industries necessitated increase in wages to hold 
skilled workers. 
6. Employment: Spring 1939-spring 1941 employment: plus 10.6 percent; 
hours of work increased. 
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Case history of workers in 27 cotton garment plants who had earned"less*than 
30 cents in 1939 and who had subsequently been separated from their employ- 
ment. 

Separation not unusual as regards race and sex, but higher rate for low-paid 
workers than for those earning more than 30 cents in 1939; 29.2 percent of those 
earning less than 30 cents in 1939 not on payroll in 1941—21 percent of those 
over 30 cents. 

Ratio of separation increased as earnings decreased below 30 cents. 

Does not necessarily mean that poorer workers were fired. Majority of separa- 
tions voluntary. Main reasons: 

(1) prospect of better employment elsewhere; 
(2) illness (in some instances due to work); 
(3) marriage, maternity; 

(4) movement from town. 

Slightly more than half of separated workers stayed in labor market. 

Of those, 59 percent able to get new jobs within 1 month; 82 percent within 6 
months; ‘“‘very few’”’ had to seek public assistance. 

ra Productivity per man-hour: By and large, plants made few or no changes 
in methods, organization, etc. (limited case study). 

8. Demand prices: No figures. 

9. Profits: No figures, 

10. Plant mortality: No figures. 

1. Others: No figures. 

12. General qualifications: No figures. 
V. Southern sawmilling: 

1. Time period: 75 cents effective January 1950. 

2. Number of employees involved: Only mills with at least 8 employees; 5,300 
mills, 180,000 workers (sample, 10 percent of mills; 25 percent of workers). 

3. Wages before and after enactment of minimum-wage legislation: October— 
December 1949: average hourly earnings, 69 cents. Number of workers earning 
less than 75 cents: 69 percent (12—95 percent range); March 1950, average hourly 
earnings: 80 cents, number of workers earning less than 75 cents: 8 percent. 


Percent distribution of plant workers in southern sawmills, by average hourly earnings, 
8 payroll periods, 1949-53 

















| 
Percent of plant workers ! | Percent of plant workers ! 
Average hourly is a hourly 
. earnings (cents) | October- | March April, |_|; ©atnings (cents) October-| yrarch April 
Devem- | "1950 1953 || Decem: | “1950 1953 
ber 1949 | | ber 1949 | ’ 
— _ i" ee ———--| 
Less than 50. .__-- @ |: ccecec. foszs2.=--=]} 80 to 84.9. 4 7 15 
50 to 54.9__ —< Oa =e oes | || 85 to 94.9____. ae 6 s 19 
55 to 59.9......... Tc 95 to 104.9___. sabes 4 4 8 
60 to 64.9_.- Dhoni MEA cans cael 105 to 114.9......... 1 2 3 
cn a | BBS to BS..~. cane 1 1 2 
MU TE an nb octane y 28 21 |) 125 or more......-- 3 4 6 
Vee fiitns-s-<--. ll 66 46 | 








1 Totals may not 2 andunine. ° to 100 because of rounding. 
2 Less than 75 cents, 


Source: U. S. Department of Labor, Bureau of Labor Statistics. Data for 1949 and 1950 from Wage 
Structure Series 2, No. 76: Lumber in the South, 1949 and 1950, tables 4 and 5, pp. 9-10.. Data for April 
1953 from press release of Aug. 14, 1953. See Results of the Minimum .Wage Increase of 1950, p. 20. 
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4. Direct increase in wages: 


Increases in average hourly earnings of plant workers in southern sawmills, 1949-653 


| 
| Estimated increase Actual increase in average hourly 
in average hourly earnings 
earnings re- 
quired to raise 
to 75 cents hourly 
earnings below | From earlier period 


| From October- 

i 
that amount 

| 

| 

| 


December 1949 


Cents | Percent Cents | Percent | Cents | Percent 


Ootoher-Desember 1949 
March 1950 
April 1953 


Source: Computed from data of U. S. Department of Labor, Bureau of Labor Statistics. Data for 1949 
and 1950 from Wage Structure Series 2, No. 76: Lumber in the South, 1949 and 1950, tables 4 and 5, pp. 9-10. 
Data for April 1953 from press release of Aug, 14, 1953. 

See Results of the Minimum Wage Increase of 1950, p. 21. 


5. Indirect increase in wages: See above. 

6. Employment: Before (October 1949), 180,000; after (March 1950), 176,000; 
decline, 4,000; 2 percent (estimates). 

Some of * * * less able, usually older workers, laid off. But other factors 
likely to have had influence (seasonal drop, poor logging weather) because lowest 
wage regions had less than average decline in employment. 

7. Productivity per man-hour: Few mechanical devices are profitably adaptable 
to the operations of the smaller mills. For plants with larger volume, mechanical 
stackers * * * are economical. 

No direct evidence of acceleration of the rate of their installation. 

8. Demand prices: Small increase in wholesale price until April 1950—not 
definitely attributable to the higher minimum. 


Index of wholesale price of southern pine,' by month, July 1949 through December 1950 
[1947-49 = 100] 


1949—July 
August 7 102 
September 105 
108 
120 
128 
121 
116 
116 


1 re No. 2 or better, 1 x 6, carload lots f. o. b. mill. 


: U. 8. Department of Labor, Bureau of Labor Statistics, Division of Prices and Cost of Living. 
Bee Results of the Minimum W age Increase of 1950, p. 33. 


9. Profits: No figures. 

10. Plant mortality: Before, 5,292 mills; after, 5,350 mills; net increase, 
58 mills. 

But 1 to 2 percent of plants existing before minimum-wage increase went out 
of business—they averaged the same hourly earnings as industry as a whole. 

None of the operators of the closed mills held the 75-cent minimum solely 
responsible. 

ndustry usually has high rate of establishment turnover. 

11. Others: Curtailment of overtime; 8. percent of mills changed from a 
scheduled workweek of more than 40 hours to one of less than 40 hours. 

Some mills did this only for less skilled workers. 

12. General—Qualifications: The invasion of South Korea * * * only 5 months 
after the 75-cent rate went into effect, and the economic impulses generated by 
these international developments overshadowed the new minimum and obscured 
any assessment of its longer-run influences. 


63528—55—_6 








74 AMENDMENT OF FAIR LABOR STANDARDS ACT OF 1938 


VI. Men’s dress shirts and nightwear 


1. Time period: 75 cents; effective January 1950, 

2. Number of employees involved: 1950: 450 establishments with 21 er-morfe 
workers; 75,000 people employed. 44 percent in Middle Atlantic States; 33 per- 
cent in Southeast and border States. 

3. Wages before and after enactment of minimum wage legislation: August 
1949: average hourly earnings, 88 cents. Short-run compression of wage struc- 
ture. Same in regions; later differentials widened again. 

March 1950: average hourly earnings, 95 cents; piece rate system of wage 
payment. 


Percent distribution of plant workers in men’s dress shirt and nightwear establishments, 
by average hourly earnings, United States, 3 payroll periods, 1949-50 


Percent of plant workers 


Average hourly earnings (cents) 
August 1949 | March 1950 November 


OEE FB sc oncandcbucinitaatieincewinanstensygepmimisigleedie 37 4 4 
OD WI dite dn da cbitemnds bineencmedieucncstcduthduasinvoleed 15 40 27 
BD Bp Be icdencangeces ncnicodnnneenbetecsecsednoteeeneniecees 14 17 17 
Oe 00 BNI. cnsnckssbbecicawcagebs becteeessosgneghiihtnaees ll 13 14 
NN i el tet otek sean kei etalnnipant 8 9 12 
Se NL: -.-dnn ontnnncapenplninimentaaehaecrdendae sh be-oatnadpmens 5 6 8 
BD OP UTE. 5 3 ne cabbie need ckspinqecewncdnascesnenqnasoneceleee 10 ll 18 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Wage Structure Series 2, No. 80: Men’s 
Dress Shirts and Nightwear 1950, tables 3 to 5, pp. 9-11. . 
See Results of the Minimum Wage Increase of 1950, p. 48. 


4. Direct increase in wages: 5 percent ‘‘necessary”’ increase in the wage bill and 
8 percent actual increase in the wage bill: 


Increases in average hourly earnings of plant workers in men’s dress shirt and 
nightwear establishments, United States, 1949-50 





| mestintes anpienee A es ~ hourty earnings 
mn average hourly |Ac crease in average hourly 
on earnings required to | 
earnin OI. Tr a 
®3) hourly earnings be- 
low that amount From earlier period | From August 1949 





Cents Cents | Percent Cents | Percent | Cents | Percent 
NE , «  cnnneiinniint OP Riksonnoncuccigbibavesstpbincsas dhe nubicess dunnteesmeneee | hb seiaklboalailh 
NE  cintenccunatmid 95 5 5 Ts 8 | 5 Noauteeeeiinswasaaab 


Source: Computed from U. 8. De ment of Labor, Bureau of Labor Statistics, Wage Structure Series 
2, No. 80: Men’s Dress Shirts and Nightwear 1950, tables 3 to 5, pp. 9-11. 
See Results of the Minimum Wage Increase of 1950, p. 50. 


5. Indirect increase in wages: See above. 

6. Employment: No major change. Number of employees: August 1949 to 
March 1950, about the same. March to November 1950, plus 4,000 (plus 5 
percent). 

7. Productivity per man-hour: Labor-saving capital equipment installed. Not 
known whether rate of change affected. Other measures to improve plant oper- 
ating efficiency. 

8. Demand prices: No change until outbreak of Korean war in men’s and 
boys’ shirts; slight increase in price for men’s pajamas. 

9. Profits: No figures. 

10. Plant mortality: Number of establishments declined by 10 or 20 percent. 
But 8 of these 10 were located in high-wage Middle Atlantic and Pacifie States— 
the impact of the amended minimum was slight. 


AMENDMENT OF FAIR LABOR STANDARDS ACT OF 1938 75 


11. Others: 10 percent of plants changed Pai, to hiring of younger or more 
na workers; many factors involved; 


her minimum playing only minor 


12. General—Qualifications: No figures. 
VII. Fertilizer industry 


1. Time period: January 1950: 75 cents effective. 

2. Number of employees involved: 1947; 704 establishments: early 1950; 663 
establishments with 8 or more employees, 32,500 employees. Over two-fifths: 
Southeastern States, one-fifth: border and Southwestern States. 

Minor concentration: Great Lakes and Middle Atlantic States. 

Sample: One-half plants with more than 8 employees. 

3. Wages before and after enactment of minimum-wage legislation: 

March to April 1949 average hourly earnings 92 cents. Number of workers 
earning less than 75 cents, 24 percent; April-May 1952. Average hourly earn- 
ings, 97 cents. Number of workers earning less than 75 cents, 5 percent. 


Percent distribution of plant workers in fertilizer establishments, ig average hourly 
earnings, United States, 2 payroll periods 1949-5 


Percent of plant workers ! 


Average hourly earnings (cents) 
March to April to 
April 1949 May 1950 


1 Totals may not add to 100 because of rounding. 

2 This amount represents a 5-percent advance over the average hourly earnings of 92 cents for March to 
-April a. Seeeeen Sineet Waaa nen increase required to raise to 75 cents an hour earnings below that 
amount not available 


U. 8. Depestnent of Laken, Bureau of Labor Statistics, Wage Structure Series 2, No. 77: 


Source: 
Fertilizer, 1949 and 1950, table 
See Results of the Minimum kes Increase of 1950, p. 36. 


4. Direct increase in wages. 

5. Indirect increase in wages: 5 percent. 

6. Employment: Before, 33,900; atver, 32,500; decline 1,400 (minus 4 percent). 

Low degree of correlation on a regional basis between size of wage-bill advance 
and of employment decrease. 

Southeastern and Great Lakes States equal proportionate employment de- 
creases. Southwesten and border States; substantial wage adjustment but 
smaller relative decline in employer. 

7. Productivity per man-hour: Installation of labor-saving equipment; belt 
conveyors, improved sewing machines. Also: better plant operating efficiency. 
. But: since average man-hours * * * per ton of * * * fertilizer products has 
steadily declined before enactment of higher minimum wage * * * no evidence 
that technical change reported was induced by minimum wage increase. 

8. Demand prices: No change until outbreak of Korean war. 








76 AMENDMENT OF FAIR LABOR STANDARDS ACT OF 1938 


Index of wholesale price of mixed fertilizers, by month, 1949-50 








[1947~49=100] 

1949—January__....._..__---- 106 | 1950—January_..............- 101 
DOCG oo ck wk asians ds 105 PRUGRT oi heddswenet 101 
CU i a 105 eo Ne 101 
be isha teat eee ae 105 etal een ht eam 101 
Ss cnc Sheena atten Ginn sa 105 May ek i tesa ask eae Coes 101 
«cia cadieenitiicindencias: Aita-nal 105 ea 101 
os gi asics Eid carla pee aa ten 105 = eRe cela rhe gmat tee 101 
is 104 NE ee ak Ce 101 
September.._........... 105 SOO ios cmncasnccsn 101 
Oo sect 104 ON i 101 
TU oe ie che 103 UG 102 
PIS oo ep cite bn iis ess 102 IIE anisole te aie 105 
Average for year__-_-_- 104 Average for year. .__--. 101 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Division of Prices and Cost of Living. 
See Results of the the Minimum Wage Increase of 1950, p. 45. 


9. Profits: No figures. 

10. Plant mortality: Little change. Before, 663 establishments; after, 662 
establishments; decline, 1 establishment. 

11. Others: Curtailment of overtime (for noncovered workers). Also decline 
of average weekly hours actually worked. 

12. General—Quailifications: As above. 


VIII. Men’s seamless hosiery industry 

1. Time period: 75 cents effective January 1950. 

2. Number of employees involved: 1947: 617 seamless hosiery mills; 64,808 
employees. Three-fourths of total in Southeastern States; two-fifths of total in 
North Central States; Secondary cluster of employment in Pennsylvania where 
one-tenth of total is located. Over one-half men’s seamless hose. Sample: only 
men’s seamless hose in 3 areas, plants with 21 or more employees, about 13,000 
plant workers. 

3. Wages before and after enactment of minimum wage legislation: October 
1949 average hourly earnings 83 cents to $1, number of workers earning less than 
75 cents: 13 to 40 percent; March 1950 average hourly earnings 90 cents to $1.03, 
number of workers earning less than 75 cents: 22 percent. 


Percent distribution of plant workers in men’s seamless hosiery mills, by average 
hourly earnings, 3 regions, 4 payroll periods 1949-52 





Percent of plant workers receiving average hourly earnings 
| (cents) of—! 


























} 
Average | 
hourly E ; 
carn'ngs | Less 75 85 95 105 115 125 
(cents) | than to to to | to to or 
75 84.9 94.9 104.9 114.9 124.9 more 
j | | 
Hickory-Statesville, N. C: | 
GORE TD. oon en oreng ass 83 40 | 24 | 12 9 5 3 7 
EE WE. . cevayo duce sctece 90 | 2 | 53 19 10 6 4 ‘7 
October 1950__.......---.-.---- 93 | 4| 39 22 14 9 4 | 9 
November 1952. ......--...-..-.- 98 3 | 31 | 21 15 10 7 14 
Reading, Pa.: 
Ee 88 | 31 | 20 | 17 | 12 8 4 8 
ee es 94 | 2 | 4l 21 13 7 7 9 
November 1950..-..-....------ 99 | 3 | 34 18 | 14 10 6 15 
November 1952. --_----- ale IE Ta Stetina 22 25 14 14 7 18 
Winston Salem-High Point, N. C.: 
October 1949_.-..........---.-- 100 13 | 17 | 17 15 12 9 17 
PE BD ok ce esmennaccnens 1038 2 | 23 19 16 13 10 17 
BE on asoceace | 109 4) 14 15 15 14 | 12 25 
November 1952. ...........---- 108 1 | 20 16 16 13 10 23 


1 Totals may not add to 100 because of rounding. 


Source: Computed from data furnished by U. 8. Department of Labor, Bureau of Labor Statistics. 
See Results of the Minimum Wage Increase of 1950, p. 64. 
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4. Direct increase in wages: 1-6 percent. Total increase in the wage bill: 
3-8 percent (piece rate system of payment). 


Changes in average hourly earnings of plant workers in men's seamless hosiery mills, 
by region, 1949-62 


Estimated increase in Actual change in average hourly 
average hourly earn- earnings ! 
ings required to raise ve Mee =) italian, Bets! 
to 75 cents hourly j 


earnings below that | From earlier period | From October 1949 


Reading, Pa.: 
October 1949 


November 1950_- 
November 1952____ 
baa. reece Point, | 


100 
103 
109 
108 





1 Parentheses indicate minus quantity, 


Source: Computed from data furnished by U. 8. Department of Labor, Bureau of Labor Statistics. 
See Results of the Minimum Wage Increase of 1950, p. 67. 


5. Indirect increase in wages: See above. 
6. Employment: Only available data for seamless hosiery industry as a whole: 


Production workers: 
All of 1950 
All of 1949 


Decline 


Decline between survey dates, therefore, rather seasonal. 

7. Productivity per man- -hour: One-sixth of 48 plants surveyed reported intro- 
duction of laborsaving machinery. Of these 8 plants, 6 were in high-wage areas, 
1 each in other areas. Range of expenditures: $6,000 to $198,000, 

8. Demand prices: No change until outbreak of Korean war. 


Indexes of wholesale prices of men’s rayon and cotton half hose, by month, July 1949 
through December 1950 


[1947-49 = 100] 


Men’s Men’s Men’s Men’s 
Month rayon eotton rayon cotton 
half | hose half hose half hose | half hose 


| 
100 | 97 
100 
100 
100 
101 
106 
1950—January -_...---.- 0 115 
Feburary N en 12 
Pec diiciwadnd 97 120 





i 
Source: U. 8. Department of Labor, Bureau of Labor Statistics, Division of Prices and Cost of Living. 


9. Profits: No figures. 

10. Plant mortality: No figures. 

11. Others: 1 out of 48 plants re change in hiring policies, but proportion 
of plant workers 50 years and older same as before, with exception of Reading 
area. 
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Average weekly hours declined: Last quarter 1949, 37.5 percent; first quarter 
1950, 35.7 percent; second quarter 1950, 33.1 percent; partly due to reduction in 
overtime. 

Since: All of 1949, 35.5 percent; all of 1950, 35.8 percent, 

12. General—Qualifications: Same as above. 


See Results of the Minimum Wage Increase of 1950, p. 74. 


IX. Wood furniture industry 


1. Time period: September 1949—March 1950—December 1950: 75 cents effec- 
tive January 1950. 

2. Number of employees involved: 139,000 workers; one-third of these in 
Southeast. Study limited to three production areas in Southeast; Winston- 
Salem-High Point, N. C.; Morganton-Lenoir, N. C.; Martinsville, Va. Approxi- 
mately 17,000 persons in 52 establishments with 21 or more workers. 

3. Wages before and after enactment of minimum-wage legislation: 


September 1949: Average hourly earnings March 1950: 89-92 centss 
88-92 cents. 
Number of workers earning less than 75 0-0 percent. 


cents: 6-13 percent. 

4. Direct increase in wages: Less than one-half to 1 percent: Short-run move- 
ment narrowed percentage spreads. Increases on cents per hour (rather than 
percentage) basis maintained narrowing influence of minimum wage. 1952: still 
true except for Winston-Salem-High Point area. Little change of regional 
differential. 

5. Indirect increase in wages: minus 1 percent to plus 1 percent. (See above.) 

6. Employment: No decline in industries surveyed. Average number of 
production workers: 


BN Pie a caices eo Scenes ._. 103, 000] 2d quarter of 1950__.._._.....- 119, 000 
Last quarter of 1949......... 110, 000) 1950... ......-............- 122, 000 
lst quarter of 1950__.._....-. 116, 000 


No change in weekly hours. 

7. Productivity per man-hour: 7 out of 36 plants introduced new machinery. 
No information on rate of change. 

8. Demand prices: Small increase in wholesale price. Not definitely attribut- 
able to the higher minimum. Lumber price increased sharply after April 1950. 

9. Profits: No figures. 

10. Plant mortality. No figures. 

11. Others: 1 out of 36 plants reported hiring of younger workers. In 1 area 
proportion of workers over 50 years of age decreased by 1 percent. 

12. General—Qualifications: Korean war starting in June 1950 affected long- 
run results considerably. 


X. Oyster canning (qulf) industry 


Time period: 75 cents effective January 1950. 

Number of employees involved: 15,000. 

Wages before and after enactment of minimum-wage legislation: No figures. 
Direct increase in wages: No figures. 

Indirect increase in wages: No figures. 

6. Employment: Estimated 1,000 employees lost their jobs; 75-cent minimum 
“probably contributed,’ but (1) fish canning had been exempt before 1949, 
(2) oyster canning involves mainly hand labor, (3) 1946-49 number of canneries 
increased from 32 to 52 because of postwar boom, (4) sales and prices were falling 
when new minimum took effect. January~—Apri! 1950: 7 canneries did not operate 
at all or for only a few weeks, several others reduced operations, about 1,000 lost 
work because of closing, curtailment, and layoffs of slower workers. 

7. Productivity per man-hour: No figures. 

8. Demand prices: No figures. 

9. Profits: No figures. 

10. Plant mortality: No figures. 

11. Others: No figures. 

12. General—qualifications: ‘“‘Most of the plants studied showed characteristics 
of marginal enterprises; relatively small in size, weak in financial strength, facing 
severe competition for sales outlets from other firms or products, with narrow and 
unstable profit margins, and with few opportunities or little capital for technical 
improvement to lower unit costs. At the same time they were low-wage firms 


DOU OO BO ee 
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facing substantial payroll increases to meet the requirements of the higher mini- 
mum rate. See Results of the Minimum Wage Increase of 1950, p. 15. 

“Unless the firms with re ed difficulties were merely the most vocal and not 
actually among the hardest hit, it would appear that either the new minimum 
was set low enough not to seriously affect even the least sound enterprises, or 
else, and this may be more likely, the economic upturn occurring in this country 
after first quarter 1950 permitted absorption of the higher minimum out of 
rising prices with little further necessary adjustments. See Results of the 
Minimum Wage Increase of 1950, p. 16. 


XI. Hand manufacturing of cigars 


1. Time period: 75 cents effective January 1950. 
2. Number of employees involved: 10,000. 
3. Wages before and after enactment of minimum-wage legislation: No figures. 
. Direct increase in wages: No figures. 
. Indirect increase in wages: No figures. 
6. Employment: 500-1,000 employees “involved” in speeding up of mechani- 
zation process. Many of these were later certified as handicapped and rehired. 
7. Productivity: Competition with machines by paying low wages already 
before 1950. Gradually mechanizing trend intensified by minimum wage. 
8. Demand prices: No figures, 
Y. Profits: No figures. 
10. Plant mortality: No figures. 
11. Others: No figures. 
12. General qualifications: See section 12 under “Oyster canning (gulf).” 


XII. Raw-sugar producing (Louisiana) industry 

1. Time period: 75 cents effective January 1950. 

2. Number of employees involved: 10,000. 

3. Wages before and after enactment of minimum-wage legislation: No figures. 

4. Direct increase in wages: No figures. 

5. Indirect increase in wages: No figures. 

6. Employment: “Some job elimination’? at several of the mills because of 
aborsaving changes to offset the higher statutory wage. Overtime eliminated. 

7. Technological change productivity per man-hour: No figures. 

8. Demand prices: Price increases after outbreak of Korean war made it 
possible to absorb higher minimum. 

9. Profits: No figures. 

10. Plant mortality: No figures. 

11. Others: No figures. 

12. General qualifications: See section 12 under ‘‘Oyster canning (gulf).”’ 


XIII. Specific establishments with adjustment problems 


1. Time period: 75 cents effective January 1950. 

2. Number of employees involved: 41 establishments: almost one-third in 
some form of apparel manufacture; more than one-fifth in food and tobacco 
processing. About one-half of 41 establishments was in South. Total number 
of employees: 3,000. 

3. Wages before and after enactment of minimum wage legislation: No figures. 

4. Direct increase in wages: No figures. 

5. Indirect increase in wages: No figures. 

6. Employment: Reduced. Unemployment estimated at 2,000 to 3,000 
workers. Curtailment of operation in 6 out of 41 plants; relatively marginal 
firms faced with other difficulties, decline in sales. 

“Of the 41 plants individually surveyed, 2 ceased operations in early 1950, 
allegedly in part because of the new minimum. The owner of one of these plants 
an Alabama shirt manufacturer, stated that, although the 75-cent rate was also 
involved, it was primarily the competitive loss of his market to brand-name 
shirts and the poor financial position of his firm that caused discontinuance 
of manufacturing operations. This firm was small, with 16 pee gee Se as was 
the other plant which closed, a Massachusetts women’s apparel establishment 
employing about 30 persons. The latter operation became inactive because of 
the higher minimum and depressed market conditions. 

“Curtailment of operations was reported in 6 other of the 41 plants contacted. 
Every one of these six was a relatively marginal firm faced with other difficulties 
which might contribute to retrenchment. Thus a Texas manufacturer of infants’ 
wear had been losing sales steadily for several years to low-wage Philippine 
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competition. The arrival of the 75-cent minimum resulted in a drop of employ- 
ment in this plant from 100 to 50, a shift from a 5- to a 4-day week, and a change 
in production from smaller size to larger size infants’ wear. This production 
switch was encouraging for the future since Philippine competition did not 
extend to the larger sizes. Two postage-stamp dealers, operating in a competi- 
tive industry faced with declining sales, were adversely affected by the higher 
minimum. One of these, a New York State dealer with 45 employees, switched 
to a 4-day week, discharged 5 employees, and contemplated laying off another 
5 or 10. The other, a Massachusetts dealer said to be the country’s largest, 
decreased average employment between early 1949 and mid-1950 from 200 to 
about 150, but this decrease was due to increased efficiency and dwindling sales 
as well as to the 75-cent rate.’’ See Results of the Minimum Wage Increase of 
1950, pp. 88-89. 

7. Productivity per man-hour: Six plants; effect on capital spending and 
production methods. 

8. Prices: Four plants; effects on prices, minor price increases. 

9. Profits: No figures. 

10. Plant mortality: Two plants closed; factors other than 75-cent rate were 
partly responsible. 

11. Others: A few slower workers’ positions were eliminated; 5 plants; effects 
on hiring policies; 4 plants; effects on hours. 

12. General qualifications: See section 12 under ‘‘Oyster canning (gulf).’’ 


SECTION III 


Errects oF MinimuM WAGE LEGISLATION ON TECHNOLOGICAL CHANGE AND 
Propuctivity Per Man-Hour 1n SELEcTED INDUSTRIES 


I. Dry cleaning and dyeing industry: Ohio as compared with Indiana 


Improvement in operating and managerial efficiency. 

Fundamental changes in industrial cleaning process started before enactment 
of minimum wages. 

Trend in labor-saving equipment speeded up. 


II. Seamless hosiery industry 

Increase in use of automatic machines and of transfer machines with elastic-top 
attachments. 

Rate of introduction ‘“‘probably accelerated.”’ 

Managerial performance stimulated. 

‘Marvelous improvement in lighting.”’ 


III. Textile industry 


Basic fiber-using industries except woolen textiles and knit goods. 
Improvement in technical efficiency noted before 1938 consistently continued. 


IV. Men’s cotton garment industry 


Overalls, work shirts, washable service apparel, work pants and other single 
pants. 

By and large, plants made few or no changes in methods, organization, etc: 
(limited case study). 


V. Southern sawmilling industry 

Few mechanical devices are profitably adaptable to the operations of the 
smaller mills. For plants with larger volume, mechanical stackers * * * are 
economical. No direct evidence of acceleration of the rate of their installation, 


VI. Men’s dress shirts and nightwear industry 


Labor-saving capital equipment installed. Not known whether rate of change 
affected. Other measures to improve plant operating efficiency. 


VII. Fertilizer industry 


Installation of labor-saving equipment; belt conveyors; improved sewing 
machines. Also better plant operating efficiency, but since average man-hours 
* * * per ton of * * * fertilizer products has steadily declined before enactment 
of higher minimum wage * * * no evidence that technical change reported was 
induced by minimum wage increase. 


VIII. Men’s seamless hosiery industry 


One-sixth of 48 plants surveyed reported introduction of labor-saving machinery. 
Of these 8 plants, 6 were in high wage area, 1 each in other areas. 
Range of expenditures: $6,000 to $198,000. 
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IX. Wood furniture industry 
Seven out of thirty-six plants introduced new machinery. No information on 
rate of change. 
X. Oyster canning (gulf) industry 
No information. 
XI. Hand manufacturing of cigars 
Competition with machines by paying low wages already before 1950. Grad- 
ually mechanizing trend intensified by minimum wage. 
XII. Raw-sugar-producing (Louisiana) industry 
No information. 
XIII. Specific establishments with adjustment problems 
Six plants: Effect on capital spending and production methods. 


SECTION IV 


Errects oF Minimum WaGE LEGISLATION ON EMPLOYMENT IN SELECTED 
INDUSTRIES 


I. Dry cleaning and dyeing industry; Ohio as compared with Indiana, 1935 
Number of employees increased by 11 percent in Ohio as compared to 24 percent 
in Indiana; 
Proportion of women employed did not change; 
Some plants suffered pm es in business; 
Hours worked in Ohio shorter than in Indiana. 


II. Seamless hosiery industry, 1938-40 
No immediate change. Slight desline 6 months after—1939 higher output 


than shipment, 1940 adjustment of employment. 
See table, appendix II, section IT, seamless hosiery (IT). 


III. Textile industry: basic fiber-using industries except woolen textiles and knit goods, 
1938-41 
1939: 9.2 percent greater than 1938. 
1940: 13.6 percent greater than 1938. 
1938-39 plus 4 percent. 
1940 minus 9.6 percent (compared to 1938). 
1938-39 plus 10.4 percent. 
1940 minus 0.2 percent. 


IV. Men’s cotton garment industry: overalls, workshirts, washable service apparel, 
work pants and other single pants, 1939-41 

Spring 1939 to spring 1941: plus 10.6 percent; hours of work increased. 

Case history of workers in 27 cotton garment plants who had earned less than 
30 cents in 1939 and who had subsequently been separated from their employ- 
ment. 

Separation, not unusual as regards race and sex, but higher rate for ey pelt 

t 


workers than for those earning more than 30 cents in 1939; 29.2 percent of those 
earning less than 30 cents in 1939 not on payroll in 1941; 21 percent of those over 
30 cents * * * ratio of separation increased as earnings decreased below 30 cents. 
Does not necessarily mean that Poorer workers were fired * * * majority of 
separations * * * left voluntary * * *. 

Main reasons: (1) Prospect of better employment elsewhere; (2) illness (in some 
instances due to work); (3) marriage, maternity; (4) movement from town. 4 

Slightly more than half of separated workers stayed in labor market. Of those: 
59 percent were able to get new jobs within 1 month; 82 percent within 6 months; 
“very few’’ had to seek public assistance. 


V. Southern sawmilling industry, October 1949-March 1950 


Before, 180,000; after, 176,000; decline 4,000, 2 percent (estimates). 

Some of * * * less able, usually older workers, laid off. But other factors 
likely to have had influence (seasonal drop, poor logging weather) because lowest 
wage regions had less than average decline in employment. 


VI. Men’s dress shirts and nightwear industry, August 1949-March 1950 


No major change. Number of employees in August 1949 and March 1950 about 
the same. March—November 1950 plus 4,000 (plus 5 percent). 
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VII. Fertilizer industry, March 1949-April 1950 

Before, 33,900; after, 32,500; decline: 1,400 employees (minus 4 percent). 

Low degree of correlation on a regional basis between size of wage bill advance 
and of employment decrease. 

Southeastern and Great Lakes States equal proportionate employment de- 
creases. Southwestern and border States; substantial wage adjustment but 
smaller relative decline in employment. 


VIII. Men’s seamless hosiery industry, October 1949—March 1950 
Only available data for seamless hosiery industry as a whole. 
Production workers: Before, 58,000; after, 57,000; decline, 1,000. 
All of 1950, 55,000; 1949, 53,000; increase, 2,000 
Decline between survey dates, therefore, rather seasonal. 
IX. Wood furniture indusiry, September 1949-—March 1950 
No decline in industries surveyed. Average number of production workers: 


eI ee ceed anh ne 
Last quarter of 1949___.________-_- is cammhewens ie oe 110, 000 
inp re ie eee ik uk Ra 656 MUS 3D) 116, 000 
2d quarter of 1950___.____-- 7 WETS A ee el. eo 119, 000 
i sree : stk awe ee 


No change in weekly hours. 
X. Oyster canning (gulf) industry, 1949-April 1950 


Estimated 1,000 employees lost their jobs; 75 cents minimum “probably con- 
tributed,” but (1) fish-canning had been exempt before 1949, (2) oyster canning 
involves mainly hand labor, (3) 1946-49 number of canneries increased from 32 
to 52 because of postwar boom, (4) sales and prices were falling when new minimum 
took effect. 

January—April 1950: 7 canneries did not operate at all or for only a few weeks; 
several others reduced operations; about 1,000 lost work because of closing, cur- 
tailment and layoffs of slower workers. 


XI. Hand manufacturing of cigars, 1949-50 


500 to 1,000 employees “involved’”’ in speeding-up of mechanization process. 
Many of these were iater certified as handicapped and retired. 


XII. Raw-sugar producing (Louisiana) industry, 1949-50 


“Some job elimination”’ at several of the mills because of labor-saving changes 
to offset the higher statutory wage. Overtime eliminated. 


XIII. Specific establishments with adjustment problems, 1949-50 


Employment reduced. Unemployment estimated at 2,000 to 3,000 workers. 
Curtailment of operation in 6 out of 41 plants; relatively marginal firms faced with 
other difficulties, decline in sales. 

Of the 41 plants individually surveyed, 2 ceased operations in early 1950, 
allegedly in part because of the new minimum. The owner of one of these plants, 
an Alabama shirt manufacturer, stated that although the 75-cent rate was also 
involved, it was primarily the competitive loss of his market to brand-name shirts 
and the poor financial position of his firm that caused discontinuance of manufac- 
turing operations. This firm was small, with 16 employees, as was the other 
plant which closed, a Massachusetts women’s apparel establishment employing 
about 30 persons. The latter operation became inactive because of the higher 
minimum and depressed market conditions. 

Curtailment of operations was reported in 6 other of the 41 plants contacted. 
Every one of these six was a relatively marginal firm faced with other difficulties 
which might contribute to retrenchment. Thus a Texas manufacturer of infants’ 
wear had been losing sales steadily for several years to low-wage Philippine com~- 
petition. The arrival of the 75-cent minimum resulted in a drop of employment 
in this plant from 100 to 50, a shift from a 5- to a 4-day week, and a. change in 
production from smaller size to larger size infants’ wear. This production switch 
was encouraging for the future since Philippine competition did not extend to 
the larger sizes. Two postage-stamp dealers, operating in a competitive industry 
faced with declining sales, were adversely affected by the higher minimum. One 
of these, a New York State dealer with 45 employees, switched to a 4-day week, 
discharged 5 employees, and contemplated laying off another 5 or 10. The other, 
a Massachusetts dealer said to be the country’s largest, decreased average employ- 
ment between early 1949 and mid-1950 from 200 to about 150, but this decrease 
was due to increased efficiency and dwindling sales as well as to the 75-cent rate. 
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Economic Errects oF THE 25-cent Minrimum Wace 


STATEMENT BY THE WAGE AND HOUR AND PUBLIC CONTRACT DIVISION, U. 8. 
DEPARTMENT OF LABOR, MAY 1955 


At the time of the effective date of the act, October 24, 1938, it was not possible 
to undertake a survey showing the number of employees affected by the statutory 
standards. The rough approximations which the Wage and Hour and Public 
Contract Division prepared for an interim report were noted in the 1939 annual 
report. This report states that “approximately 11 million employees, as of 
September 1938, were covered. Of these approximately 300,000 were receiving 
less than 25 cents an hour and were therefore directly affected by the 25-cent 
statutory minimum wage for the first year.” 

Even in the interim report it was noted that the less than 25 cents per hour 
estimate was extremely conservative. Since that time, it has been established 
that the coverage estimate was definitely an understatement as it excluded many 
activities which appeared doubtful but which the courts have decided were clearly 
under the act. 

The estimate of the number of employees who earned less than 25 cents an 
hour was an even greater understatement as it reflected both the extreme caution 
used in making the original estimates and the fact that activities subsequently 
determined to be covered which were not then counted in estimating overall 
coverage had many employees earning less than the statutory minimum. 

The interim report released on January 16, 1939, also summarized the economic 
effects of the act. While pointing out that it was still too early to attempt a 
thorough appraisal of the immediate effects, the following statement was made. 
“On the basis of some estimates furnished to the Wage and Hour Division early 
in November, it then appeared that some 30,000 to 50,000 employees had been 
laid off about October 24, the date when the wage-and-hour section of the Fair 
Labor Standards Act took effect.’’ 

This statement was commented on by the Administrator in a report submitted 
to subcommittee No. 4 of the Committee on Education and Labor of the House 
of Representatives in December 1947. Following are excerpts from the Admin- 
istrator’s report: 

“Shortly after the effective date of the Fair Labor Standards Act, rumors were 
circulated that it was throwing hundreds of thousands of workers out of employ- 
ment. Mr. Andrews tried to obtain what information he could at that early date. 
Early in November, which was within 3 weeks, not 3 months, of the effective date 
of the act, Mr. Andrews stated that these reports were considerably exaggerated. 
Field reports indicated that the number affected by plant layoffs was apparently 
not more than 30,000 to 50,000. In making this report, Mr. Andrews also stated: 
‘A number of field reports suggest that when all readjustments are completed 
total employment will have been increased rather than decreased as a result of 
the act.’ ”’ 

The report went on to explain the layoffs as follows: 

‘‘Many of the layoffs reported are not due primarily to the new act. Among 
the more important contributing factors are seasonal changes in activity, sub- 
stitution of efficient for inefficient workers, and curtailment as an offset to ab- 
normally increased activity prior to the effective date of the act. 

“It would, or course, have been impossible to say with any degree of certainty 
3 weeks after the effective date of the Fair Labor Standards Act what the effects 
of that act were, either in terms of employment or in terms of any other condi- 
tion. At any particular time in the year some workers are being laid off and some 
workers are being taken on, due to a variety of causes which have nothing to do 
with the act, such as the rapid building up of inventories, seasonal decline or 
expansion, temporary shutdowns for various causes, fortuitous events such as 
fire or flood, etc. Normally, according to Bureau of Labor Statistics data, there 
is an employee turnover of about 30,000 to 50,000 every few days, and the turn- 
over among business firms is also very high. During 1940, a normal year, 434,400 
firms, one-seventh of all firms in the country, went out of business. About an 
equal number of new firms started business. In 1941, 480,100 firms went out of 
business and 516,900 new firms entered the field; in 1942, the number discon- 
tinuing business was 678,000 and the number of new firms was 408,300; in 1944, 
the numbers were 394,800 and 163,400, respectively. In the course of admin- 
istering the act, the Divisions have found that approximately 50,000 to 60,000 
establishments affected by the provisions of the act go in or out of business each 
year. In the natural course of events in any industry, a large number of firms 
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survive, but some do not. The fact that some firms fail or choose to go out of 
business is no proof whatsoever that minimum-wage legislation had anything to 
do with the withdrawal of those firms from business.” 


Excerpts From a LETTER OF THE WAGE AND Hour ADMINISTRATOR DaTED 
Aprit 29, 1955 


The information on the percentage distribution of employees by average hourly 
earnings, as of April 1954, which has been presented to the subcommittee is much 
more extensive than the data which were available to committees which con- 
sidered the 1949 amendments. Figures for major industry groups pertaining to 
July 1947 were submitted to the Committee on Education and Tater. House of 
Re ee 8ist Congress. These estimates are summarized on pages 40 
and 41 of volume I of the hearings on the 1949 amendments. At the time of the 
hearings, the Department estimated that a total of 1.5 million of the workers 
subject to the act were paid less than 75 cents an hour. This estimate has since 
been revised to about 1.3 million. The decrease in the estimate resulted from the 
substantial changes in the estimated number of employed workers which were 
made after new benchmark data from the 1947 and 1948 censuses were obtained. 

For five of the low-wage industries, the percentage of workers earning less than 
75 cents in 1949 is indicated in our exhibit D. 

Some estimates of the number of employees receiving less than 40 cents an 
hour in September 1938 were included in the interim report of the Administrator 
of the Wage and Hour Division, for the period August 15 to December 31, 1938. 
Enclosed is a copy of the pertinent table of this report. This table indicates that 
in 1938, it was estimated that only 10,629,000 workers were protected by the act, 
This figure substantially understated actual coverage, primarily because of lack 
of knowledge as to the extent of coverage in many industries, such as construction 
and banking. Later estimates, made after court decisions had clarified the 
coverage of the act, indicate that coverage in 1938 was probably in excess of 14 
million. Because of this, and also because of the questionable accuracy of the 
information available in 1938 as to the percentage of workers receiving less than 
25 cents, 30 cents, or 40 cents an hour, I believe the enclosed table is of little value, 


Number of employees covered by the Fair Labor Standards Act, average hourly 
earnings, and number receiving less than 40 cents per hour, by industry group, 
September 1938 ' 


Total num- 
ber of 


Manufacturing: 


SeSRISSS SSSRSRS 
—- 20 DEO DOLONW NOK sw 


233 


' Total, excluding Puerto Rico 
Total, including Puerto Rico 
1 Estimates by Economic Section, Wage and Hour Division. 


3 Data, from Employment and Payrolls, September 1938, Bureau of Labor Statistics, pp. 10-13. 


Dearest Interim Report of the Administrator of the Wage and Hour Division, Aug. 15 to Dec. 31, 1938, 
pp. 1-19. 
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AMENDMENTs: TO Farr Laspor STanparpDs Act, 1938 (HEARINGS BEFORE THB 
ComMITTEE ON EpucaTION AND LaBor, House or REPRESENTATIVES, 8lsT 
Cona., Vou. 1, Pp. 40, 41) 


Unitep States DEPARTMENT OF LABOR, 
Bureau or Lasor Statistics, 
Washington 25, D. C., December 15, 1947. 


DISTRIBUTION OF FACTORY WORKERS BY STRAIGHT-TIME HOURLY EARNINGS, 
JULY 1947! 


Although the 12,276,000 wage earners emploved in manufacturing industries 
in July 1947 averaged $1.20 in straight-time hourly earnings (exclusive of pre- 
mium overtime pay) it is estimated that about 1% million workers, or 10.4 percent 
of the total earned less than 75 cents an hour (table 1). Few workers, however, 
received as little as the Fair Labor Standards Act minimum of 40 cents, and only 
50,000 workers earned less than 50 cents an hour. Almost half of the workers 
below the 75-cent level earned between 65 and 75 cents an hour. In the upper 
part of the national wage scale, about 2% million workers, or 1 out of every 5 
factory workers, earned $1.50 or more an hour on a straight-time basis. he 
proportion of workers earning $2 or more per hour (5.5 percent) was about the 
same as the proportion under 65 cents. 

In the large metalworking industries, such as iron and steel, machinery and 
ae equipment, few workers earned less than 75 cents an hour (table 
2). he industries that employed relatively large proportions of workers at 
rates below 75 cents in July 1947 included lumber and timber products, tobacco, 
leather, furniture, apparel, and food products. 

Postwar wage increases and a progressive improvement in the minimum-wage 
standards adopted by manufacturing industries are reflected in the July 1947 
distributions. In the summer of 1945, 32 percent of the factory workers earned 
less than 75 cents an hour on a straight-time basis. By Occober 1946 this pro- 

ortion was reduced to 18 percent, and by July 1947 to approximately 10 percent. 

uring this 2-year period, the proportion of workers earning $1.50 or more per 
hour was increased from 6 percent in the summer of 1945 to 15 percent in October 
1946 and to 22 percent in July 1947.? 

Industry by industry, the proposal for a 75-cent minimum would have no 
greater effect than the Fair Labor Standards Act minimums established by the 
careful and mature consideration of nongovernmental industry committees 
representing labor, employers, and the public. For example, in the cotton- 
textile industry, few workers receive below 75 cents an hour. In 1939, when the 
Wage and Hour Industry Committee for the cotton-textile industry recommended 
a 32%-cent rate, it had evidence before it that about 25 percent of the workers 
in the industry were receiving less than that wage. When a 37}4-cent rate was 
approved by the industry committee in April 1941, about 45 percent of the textile 
workers were earning less than this amount. During the war and postwar years 
the greater part of the cotton-textile industry adjusted minimum rates to levels 
far exceeding the 40-cent statutory rate. 





1 An earlier release of the Bureau of Labor Statistics (dated Oct. 27, 1947) showed preliminary estt- 
mates of the distribution of workers below 75 cents an hour. The completed distributions contain slight 
revisions of these earlier estimates. 

2 Estimated distributions for October 1946 were presented in the Monthly Labor Review, July 1947 (p. 
47). See the September 1945 issue (p. 529) for the summer of 1945 distributions and the October 1943 issue 
(p. 639) for 1941 and 1943 estimates. 
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TABLE 1.—Estimated distribution of production workers in manufacturing industries 
by straight-time hourly earnings,' July 1947 


Number of > Cumulative 
Percent 


Straight-time hourly earnings ! workers percent 
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Apprenpix III 


TABLES 


Employees exempt by specific provisions of Sec. 13 of the Fair Labor 
Standards Act of 1938, as amended. September 1953 
Number 

Farmworkers _ - = - 3, 032, 000 
Retail trade and service establishments was ie 1, 360, 000 
Outside salesmen os ? 1, 203, 000 

Handling or processing agricultural commodities in the “area of pro- 
luction”’ _ _- > ae 233, 000 
Laundries or cle aning and dyeing plants oe ; 132, 000 
Seamen cat 117, 000 
Small logging ope rations , 110, 000 
Fishing or canning, processing or distributing fishery products - os 61, 000 
Switchboard operators of small telephone exchanges kien « 43, 000 
Small newspapers E ie 32, 000 
Local transit companies _ 32, 000 
Local retailing capacity by manuf: a 10, 000 
Taxicab operators ' ; 4, 000 


Total 6, 369, 000 


Source: Mimeographed release, Department of Labor, Wage and Hour Division, WH,55-628. 


TABLE II.—Stlates classified by regions 


Northeast: Middle West: 
Connecticut Illinois 
Maine Indiana 
Massachusetts Iowa 
New Hampshire Kansas 
New Jersey Michigan 
New York Minnesota 
Pennsylvania Missouri 
Rhode Island Nebraska 
Vermont North Dakota 
South: Ohio 
Alabama South Dakota 
Arkansas Wiscoasin 
Delaware Far West: 
District of Columbia Arizona 
Florida California 
Georgia Colorado 
Kentucky Idaho 
Louisiana Montana. 
Maryland Nevada 
Mississippi New Mexico 
North Carolina Oregon 
Oklahoma Utah 
South Carolina Washington 
Tennessee Wyoming 
Texas 
Virginia 
West Virginia 
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Taste III.—Norzs on Waces By Size or EsTaBLISHMENT AND Size oF 
CoMMUNITY 


It is extraordinarily difficult to disentangle the various influences that affect 
the level of wages in an establishment. Among these influences are location, 
size of establishment, method of wage payment, unionization, and company 
wage policy. If general company or establishment wage levels are being compared, 
account has to be taken also of the occupational composition of the labor force, 
which in turn depends upon product, technology, the organization of production 
sequences, and other factors affecting the requirements of a firm for particular 
kinds of labor. 

The most recent large-scale, systematic study of s in companies and estab- 
lishments classified by size is contained in TNEC Monograph No. 14, entitled 
“Hourly Earnings of Employees in Large and Small Enterprises” (1940). This 
study shows that in 8 of 16 different industries whose wage structures were 
analyzed in detail by the Bureau of Labor Statistics, earnings varied by size of 
company with differences in favor of the larger firms. In the remaining 8 
industries, there was no clear relation between hourly earnings and size of 
firm. An analysis was also made on an establishment rather than a company 
basis for a much larger group of industries reporting employment and payroll 
data monthly to the Bureau of Labor Statistics. Of the 89 industries in this 
analysis, average hourly earnings increased as size of establishment increased in 
about two-thirds of the industries. A somewhat similar result was obtained 
with reference to establishments in manufacturing industries reporting man- 
hour statisties to the Bureau of the Census in 1937. 

In more recent vears, the Bureau of Labor Statistics in many of its detailed 
industry surveys has presented wage tabulations by size of establishment. These 
data have not been brought together in any svstematic way. It does appear, 
however, from the individual reports, that the findings of the TNEC study are 
still substantially valid. In simple, there is a tendency for wages to inerease with 
size of establishment, but this tendency is not found in all industries. The 
attached wage-structure reports will illustrate this point. There is no marked 
relationship between establishment size and earnings in the southern sawmill 
industry; on the other hand, there is such a tendency, not completely consistent, 
in the data developed in the reports on leather tanning and finishing and men’s 
and boys’ dress shirts and nightwear. 

With respect to earnings in relation to size of community, there is no report 
comparable to the TNEC monograph already referred to. Here again, however, 
detailed studies by the Bureau suggest that a tendency does exist for wages to be 
higher in large than in small communities. This tendency is illustrated in the 
attached report on union rates in the building trades (table 8). It is also indicated 
in the analysis in the attached BLS Bulletin No. 1135, entitled **Wage Differences 
Among 40 Labor Markets.’’ Attention is called particularly to the final para- 
graph of this article, on page 4 of the bulletin. In 2 of the 3 wage-structure bul- 
letins that are attached for illustrative purposes, size of community tabulations 
are shown for leather tanning and finishing and for men’s and boys’ dress shirts 
and nightwear. These tabulations indicate that wage levels in these industries 
tend to be lower in the smaller communities with, however, some exceptions, The 
fact must be emphasized again that wages are the result of a number of interactin 
forces. Hence, no one factor can be singled out with confidence as the cau 
factor in any observed relationship. (May 19, 1955, United States Department 
of Labor, Bureau of Labor Statistics.) 








94 AMENDMENT OF FAIR LABOR STANDARDS ACT OF 1938 





wihevea op aantenengeefngen inane i (AR {Ae | 8Re” thee {ote | ee Bee sere eS 
ee Eee pater a (ez ‘z) |(zgt‘e) =| (eee'e) § [(sz9‘T) |(48e'%) |(oeo‘oT) |(zre‘t) =| (zze‘21) 
Se ee tee ee ae 00678 (| CISL | 99602 | OB9‘9E | 920'Es | 6Z6HED | GIF‘IZ | BLE ‘OCF 
ag 96 z8I £81 ale 16 ert j 090°T 
ees fae Se ee ee oz ‘T te 989 + Tr | aoe oS ol ee 
ores We '% 869 829 Loe ‘T 69 0g west por" | eet 
“ft oe a ae? Peat te eee ee ee ee ee ee ee ee oe ee ee ee ee ee ee en a a ne ae a qyygoid you 
sahecconcgeah Ta Tor ‘vez | eee‘oez | Ge0‘N6T | 9er‘Sh | Ih0‘LE | SIS ‘tee Z| FHF ‘I | COC ‘eee Z 
I 691 69% 1 L¥G ose vel ‘T 0% WL ‘T 
ee ene ee ee eee ee ee gee ee eee ee eee Ooo oe] os eo onseecosesons 4001s 
ee ee eee ©, > Ce eee 18 I FIZ zo Portas". 6eF ‘T 4 4 
slcthcsdt tai Gi- 169-190 10-18 168 lot | re 
ie ee (69%'%) § |(ee8'%) =| (Sez) §«=|(izs‘t) $= | (iez‘t) |(ise‘st) |@ot't) | (S88 ‘9T) 
ah ee 82z ‘08 =| «986 LE Los ‘Te =| O10'2e | 2ze‘St | 998692 | 610 ‘OT | 988 ‘692 
6 16 OLT 12% aie 698 Oot 620 ‘T 
a , SO oe PO ope ras s 182 ‘T T9¢ @2I eg owerr==| Ge. *) Oe OIL ‘TT 
929 ‘ST 940 ‘9 700 ‘g 989 ‘T 616 ‘T 98 682 ZIL‘OL =| 98% 866 ‘OL 
198 T'2t T's z°9 99 St | 9b ‘It 91 
ge ‘89 126 ‘9% 996 ‘OT | 926‘0T | 066% Lve'% | 926 ‘ole | WI ‘9 601 ‘ese | 
629 ‘661 128 ‘IST 008 ‘6ez | OOF SLT | SPI ‘Sh | Seb ‘0e | Geo ‘LE89%| Oeste | SB ‘zI0% 
I z see oF 692 208 996 ‘T Lol Zl 
geome 28 OpuE’ | “sopun’ | “ropen {900088 Teor | soogs 
000°000°00TS$ | « ‘000'0Sz$ ‘000'001$ | ‘000‘0S$ Jepug eousleq suinjed 
ouqya | iV 
suInjoy 





SessElO Sjosse [e203 Aq ‘s}ooys coUBTeq 4}; SUINj{OR 








[sie]jop Jo spuvsnoy} uy sommay Aouoyy] 


peseusonpeeneay ~-que0l8g 
era Sso[ Jou peidu0g 
SR sey aer eee eee S9[8S SSO1F) 
vougnaess sUInjel JO JequInN 
[@UIONU] JeU OU YIM SUIN}03Y 
eee 40048 
UMO $,U0TIBIOdIOD 
“-"-""¥9038 TAO UB} 
49430 sjosse pus YseO 
ipred spusppAlq 
wI0g 
p SERS SP ee SaTBS SSO1F) 
pnp su.injel JO JequinNn 
:@ULOOUT JOU YIM SuIn{o3y 
:BUyYIOPO s,Ueyy 


UMO 8,U0TZBIOdIOD 
re 4o0}s UMO UBYY 
1010 Sjesse puB Yseg 
:pred spuepraiq 
Peesnoarenrrnta ae 3us010g 
~-="""""""SsoT Jou poTidui0g 
merited 
nr suinjel JO JoquINN . 
:@WI0OU] JOU OU TIA suINjeRy 
eewatessereasawes 49048 
UMO §8,U0TZBIOdIOD 
“-""""¥903S UMO UBY} 
J9q}O sjesse pus seo 
:pred spueplaig 


sonrtecattn- qyoid yeu peyjduiog 
~--""== “S@TBS SSOP) 
Sadadaeini> = suinjes JO JequINN 
:eUlO0UT 3OU Y}}M SINC? 
‘S[[Ta Zutuetd pus ‘syjyarmes 
‘sjon1qu00 ZuyZZo[ ‘sdurwo ZuyZsZo'] 





SUIO}} PI}0[08 
‘sdnoi3 peyzysnpuy Jouyyy 


sjasep 7030) fo azis fig ‘saruenpur obvm-mo urnj100 sof suazr pazdajag :[og] ‘sulnjas UoNDsOdi0gQ— A] W1IAV 





95 


"9961 ‘9 CUNL ‘MOTSTAIC SONSTIBIG GOfAJeg OnUGASY [BUN] :eoIN0g 


UMO 8,UOTIBIOdIOD 
4201s T™MO0 UBY 

40930 Sjesse pue yseO 
>pred spueplasd 

- 900010, 
Sso[ 30U poidureg 
Sa[BS SSO1F) 
Sunjel JO QUINN 

:@UIOOUT JOU OU UIT StLINIOY 


UMO 8,U0T}B10d10H 


0y}0 SjessB puB YseO 
pred spuepratcd 


wo reme=="-GTEINIOI JO JOQUITENT 
[OULOOUY JOU YIM StTLINIOY 
SJON POs [[}UI-9[}3x94 J04IO 
40018 
UMO §8,mWOTIB1I0dI0H 


10q}0 Sjesse pus qsuO 
pred spuopratc 
~gus010d [840 


: 
: 


1oq}0 Sjesse pus YseD 
pred spueprarcy 


SULIN}Ol JO JEqUINN 
:eULOOU 10U YIP SuINIey 
:spoos 4;Uy 
40038 


UMO $,U0T}BINOdI0D 


Joy}O SJessB PUB YsBD 
:pyed spuepyayd 








96 AMENDMENT. OF FAIR LABOR STANDARDS ACT OF 1938 


TaBLe V.—Estimated annual cost of adequate maintenance and protection of health 
for a woman worker living alone in a furnished room and eating meals in restaurants, 
New Jersey, October 1954! 


Estimated average 
Items of expenditure annual cost 

Housing (furnished room)... .......-...--.- wb oan allie ti aes $338. 03 
Food (@ restaurant meals a Gay)-...................-......-.._.. 928. 53 
a Dn la Ei whine dint tiaicliae: «dina chide adenoma aaa 362. 32 
I PUN a 689. 82 
OO SE ES a ts a ee” Re es Sead | SF 37. 89 
NIN Sn ig nce aelboan Sin dm mcm tee 79. 31 
DO, Gen, GED QOD. goon once necccwenscoscecssote 89. 22 
Recreation, including vacation... ............................ 194. 43 
Education and reading material_- -__- sav cbeiglttemscnds tes thts oxtliiasaithees 31, 87 
I e. ials on Bd Sma a anion Benn d Sed necnsdeondbad= 116. 19 
ee ce en ce anew neine at thoed ee 140. 91 

Dee Te  mubiacwsakend $36. 02 

Cee TT ee adenenann 28. 76 

Candy and cignpettes..... ...--..-...--.....-.-- 40. 14 

ee eden ted 35. 99 
Total commodities and services. .-........--.---------- 2, 313. 70 
Savings Rit GeO 6 is oo $5is Bcd ~ 6 en ~~ Kas Soe ao 129, 57 
te. i. Te weditesetiadounesehnenuiaame 408. 69 


State income tax ‘ 
Social security, including old age, unemployment and disability in- 
euretieg ©65S ese oe... Santee oicos a -- Seg eae ash ond 80. 65 





a, cn Setandsdecmmatbuncuimanemes -- 2,982 61 


1 Estimated costs of the budget for November 1942. The original costs of the budget were based on a 
cost-of-living survey made by the New Jersey State Department of Labor in June 1938. The October 1954 
figures represent revised estimates made by the U. S. Department of Labor, Bureau of Labor Statistics, by 
applying to the November 1942 estimates percent changes in the applicable components of the Consumer 
Price Index. 

2 Calculated as 5.6 percent of the total commodities and services; this is the same proportion shown in the 
1942 revision. 

3 Calculated on the basis of rates that became effective in January 1954. The Federal tax isshown with the 
State’s permission, 

4 The State of New Jersey does not levy an income tax. 

§ An allowance of 0.75 percent of the total budget is included under social-security tax as cost to the worker 
of the program which provides cash benefits for unemployment due to illness. 
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Taste VI.—Estimated annual cost of a minimum budget for a single employed 
woman in the State of Washington, May 1952 


Item of expenditure 
Housing, furnished room 
Food (3 restaurant meals a day) 
Clothing 
Other living essentials 


Clothing upkeep 

Personal care 

Medical and dental care 

Recreation, including vacation 

Education and reading 

Transportation 

Occupational expense 

Miscellaneous expense (cigarettes, sodas, contributions, gifts, postage, 


Total commodities and services 
Federal income tax 
States sales tax? 
Social-security tax 
Insurance, private ® 


‘Total cost of budget 


1 The 1947 budget was based on prices obtained by the State of Washington in 16 cities during the week 
of May 5 through 10, 1947. The May 1952 figures are revised estimates, made by the U. 8. Department of 
Labor, Bureau of Labor Statistics. The commodity and service categories, were revised on the basis of 
chanees in retail prices from May 1949 to May 1952, as measured by percent changes in suitable components 
of the Bureau of Labor Statistics’ Consumer Price Index for the city of Seattle, the only city in the State of 
Washington in which prices are roguieety obtained for the index. 

? Calculated as 3 percent of the total] allowed for rent, food, clothing, clothing upkeep and personal care. 

3 Same allowance as in the May 1947 budget. 


Source: Washington State Department of Labor and Industries, industrial statistician, division of in- 
dustrial relations. Minimum Budget for a Single Employed Woman in Washington, 1947, as revised by 
Women’s Bureau, May 1949, 
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Taste VII.—Estimated annual cost of adequate maintenance and protection of 
health for a single emvloyed woman living as a member of a family group in New 
York Cy, Sevtember 1954 








Esti- 

mated 

average 

annual 

Item of expenditure cost 
a os tren ne nal li ee a $217 
Cer Dann gemeaes Fn, ... cc cenacoccwceccnncnocbhuleea clude 229 
Oe ac a orcad dlanie aie sensei ba IaL Th tes nt nalts sos en's ws tae is ees ww ww cdc eae 440 
i ciate clianeitehre dian wines ts clip pits wis wise = no atyepen 340 
Ce Be oo ec icin rin wn cemecensccscndieen teed 582 
Nt em weneseseadiitiob aul leu tee eene 25 
icin tnigitisiiinwin sai coc asiacw osu nb daha Lule Ueeene 63 
Medical,.dental, and optical care‘. .................--i..--...--. 107 
Recreation, including vacation _. ....._--- on os dina AY Ere oo 145 
Edueation and reading material_ ____..........-_----.------.---- 28 
I in nes od binakia a navis in wis nen tinea iy ee 147 

Miscellaneous expense (candy, sodas and cigarettes, incidentals, 
church contributions, charity and personal gifts) _____.....--.--- 66 
Total commodities and services_...-.-.-~- atin cipiebe Ae: Roe 1, 807 
Pe DE ndbanhoatesadnadimtenescowecnssantvntih aaa’ 328 
Se on cline adn ccatbiegdeuad cwannhunaeane tc i 27 
Social-security tax including old-age and unemployment insurance dis- 

Peeiee DORENES SOK ci cc ads omen cunnwasnesnwcaredd Use Smile 50 
RN od, oclely ct. ahndtdnicnn lt toc Fl tele el Pi aati cereal Saale: ol ae ted 249 
Uleee ENOUSNRS ii Son Baucus Lag co oumwie ss i TL owe 27 
EE AE TIED 2. wcdininct cst waded cubed ~aicnme 4aktehinsandiash bichon 2, 488 


1 Includes woman’s share of family expenses for rent; also for fuel for lighting, heating, cooking, and 
refrigeration. 

2 Includes woman’s share of family expenses connected with replacement and maintenance of household 
equipment, as well as expenses involved in laundry and other household operations such as the cost of the 
mother’s service in connection with marketing and preparation of meals, and taking care of the home. 

3 Includes woman’s share of family’s cost of breakfasts and dinners at home ($242) and the cost of her 
lunches in restaurants ($198). 

4 In addition, an allowance of 0.5 percent of the total budget is included under ‘‘Social-security tax’”’ as 
cost to worker of the program which provides cash benefits for unemployment due to illness. 


Source: New York Department of Labor, Division of Research and Statistics. Cost of Living for 
Women Workers, New York City, September 1954, Publication No. B-82, April 1954, 
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Tasie VIII.—Estimated annual cost of a budget for an employed woman living in 
a boardinghouse in Utah, October 1950 
Estimated average 


Item of expenditure annual cost ! 
Housing and food (furnished room in boardinghouse where all meals are 


Other living essentials 


Clothing upkeep * 

Personal care 

Medical, dental, and optical care 
Recreation, including vacation 
Education and reading material 
Transportation 

Miscellaneous expense 


Total commodities and services 
Federal income tax 
State income tax 
Social-security tax 
Savings * 
Private insurance 5 


Total cost of budget 


1 The original budget adopted by the Industrial Commission of Utah in 1939 was based on prices obtained 
in various cities and towns in Utah. In 1945 and 1947 revised estimates were made by the Industrial Rela- 
tions Council of Utah. The October 1950 figures are revised estimates made by the Industrial Relations 
Council of Utah, in cooperation with the U. 8. Department of Labor, Women’s Bureau. 

- Approximately 74 percent of this total, or $582, represents food and 26 nt, or $208, represents room. 

3 An additional allowande is included in miscellaneous expense for laun supplies. 

4 Calculated as 10 percent of the total bu: 
5 Calculated as 1.5 percent of the total bu 2 


Source: The Industrial Commission of Utah. Report of the minimum wage division on the Cost of 
Living Survey and Wage Studies, 1939. Mimeograph. 
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TasLe IX.—Estimated annual cost of a minimum budget for single employed persons 


living in a furnished room and eating meals in restaurants in Maine, December 
1950 


Estimated average 

Item of expenditure annual cost ! 
(men and women) 
Housing (furnished room) -- __-_-.---.---- s/o aig ee ne to ane acon $356 
NTE Te ee ee ee eee nnn nS ee 758 
IN cn em nacrrae re aC a Po an ee ere a eens Peewee 201 
a es Ge k ba ibaw dncdaewcacededeccscheeeeeeee 381 
a iia os ne ees ka os hk a eee eee 48 
IED <i etn 9 oe kt eke or eee ee eee 49 
nnn: nC een ee een ain) pen ameun 50 
eran een enton - = wo Sec ea eee 102 
Paeéatiog end vender material... < ......~. 2 22sec cs. 24 
rere we. oo seks Uk hoc mecca eesuetaeas 40 
ee... 4 cc daim ethene s as.pr thie eeaee 68 
Total eoummodities and services... ~~~... cece 1, 696 
Seen eR Se rents on ee bebe noah wt aber neneaan 282 


ns EINE ene SOE See eee Ue ttiee oe dees Gee eee 
aS a se cops ca te as wpe oe 34 
Savings and insurance 4 


Pee eat oF baiaths 3555 5 nia SRL] 566 csS Eee ee ce ncenbeten 2, 236 


1 The original budget, adopted by Maine in 1948 to meet the minimum requirements for either a man or 
& women, was b: on prices obtained by Maine in 7 representative communities in June 1948, The 
December 1950 figures are estimates made by the U. 8. Department of Labor, Women’s Bureau. (For 
explanation of method used, see p. 5.) 

Federal and State income taxes and social-security taxes were not provided for in the 1948 budget. The 
have been computed by the Women’s Bureau at rates applicable as of December 1950 and are shown wit 
the State’s permission. 

3 The State of Maine does not levy an income tax. 
* Savings and insurance are calculated at the rate of 10 percent of the total budget. No allowance was 
made for these items in the 1948 budget. 


Source: Department of Labor and Industry, State of Maine. Cost of Living Survey for June 1948. 
Mimeograph. 
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TaBLe X.—Estimated annual cost of a budget for a single employed woman living 
in a furnished room and eating meals in restaurants in Pennsyleania, November 1949 


Esti- 
mated 


Item of expenditure 
Housing (furnished room) ; 
Food (3 restaurant meals a day) __-- -- 
Clothing - - - - 
Other living essentials 


Clothing upkeep---- -- -- --- 
Personal care 

Medical and dental care_--------- 
Recreation, including vacation 
Education and reading material _ - --- 
Transportation 

Miscellaneous expense *_ - 


Total commodities and services____- - —_-- 
Federal income tax 
State income tax ‘4 
Philadelphia income tax 5 
Social security tax 
Savings ® 
Private insurance ® 


Total cost of budget 


1 The original budget adopted by the State of Pennsylvania in 1938 was based on prices revaling in 2 
Pennsylvania cities in March 1938. The November 1949 figures are revised estimates made by the U 
De ent of Labor, Women’s Bureau. (For explanation of method used, see p. 5.) 
he allowances for occupational expense and contributions were calculated as the same percentages of 
total cost of commodities and services as in original budget. 
3 Federal income tax was not provided for in the 1938 S budget. It has been computed by the Women's 


Bureau at the rate applicable as of Novem ber 1949 and is shown with the State’s permission. 
4 The State of Pennsylvania does not levy an © tax. 
5 The original State budget included an item for a sales tax levied by Philadelphia. This tax was repealed 


in 1939 and has been et y the Philadelphia income tax which is withheld from wages and salaries. 
The ome, properly weighted, has replaced the former in the 1949 
Calculated as the same percentage of total cost of commodities and services as tn original budget. 


Source: Pennsylvania Department of Labor and Industry, Bureau of Research and Information. A 
Minimum Wage Budget for Employed Women in Pennsylvania. October 1938. Mimeograph. 
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TasLe XI.—Estimated annual cost of a budget for an employed woman in Arizona, 
February 1954 ' 





Estimated 
average 

Items of erpenditure annual cost * 

oO ea $321. 34 

Food ( restaurant meals a day)....................-.-.--cceeess 781. 00 

ee a EE tn = eae tia ee 285. 83 

OE REDE TS, TIE SIEM OTR YLT LT NEE 513. 96 

I oa. eniindaipaen baba a anameemeidenmaiind 108. 82 

Teen TT TT ne ean i ened deeds u debe coh 82. 97 

EGE IELE BOAR PPOUROOATE LD Le TS ES 76. 69 

ee, nd ma mecenaccoenacdsinuien 83. 51 

Nee nn macnn annua emidnbighs diniebuan 17. 40 

Se eta Aine en ands neon erinnice cegeaine naapinediaietd ae 68. 60 

I a. o. w cneneins tn ctirib hehineemninenty aarse nineentannaeaade 25. 97 
Miscellaneous expense (contributions and gifts, stationery and 

NIT nsinlistentcientedtinitnnibidicnes thamitaslnne snes ovitamiaetedemanaile 50. 00 

Total commodities and services_....................---.-... 1, 902. 13 

Tee ee neu sedeantr nade mimic aban we 296. 19 

5 nee ee ee Eee LS A Pl NE Be LE Tg 9. 78 

EE CU ne nn nas acresemermeienieeioem © tthibiniaiinnai ana 46. 26 

a2 nb uniain arin tethioeicoiamiaiaabiinaiiaanaaaeea 57. 80 

Debi cet wt RS bik. 5 eh ee iii tei 2, 312. 16 


1 Report of the Minimum Wage Division of the Industrial Commission of Arizona on Cost of Living 
Survey and Wage Studies, 1937-38. 

? The original budget = nn on prices prevailing throughout Arizona during the winter months of 
1937-38. The February pemine womens ave estimates made by the U. 8. Department of Labor, 
Bureau of Labor Btntictios. t by Eapotins to ¢ »o April 1948 cost estimates percent changes in the applicable 
components of the Consumer P: xX. ebruary 1954 costs for food, clothing, personal care (com- 
modities), and recreation include an aimee’ for the Arizona sales tax of 2 percent. 

3 Federal and State income taxes were not included in the official budget of 1937. However, as the in- 
creased incidence of such taxes since 1937 has made them a significant item in any cost of living dicen, Gath 
Federal and State income taxes have been incorporated in the Apri] 1948 and February 1954 une. 
The Federal and State income taxes for February 1954 are computed at the 1954 rates. 
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TasLe XII.—Estimated annual cost adequate maintenance and protection{of 
health for a single working ss in Kentucky, February 1949 . 


Medical, dental, and optical care 
Recreation 

Education and reading material 
hee rtation * 

4 


State income tax 5 
Social security tax ° 


Total cost of budget 
1 The food, 


housing, , and transportation 
Cremghout the Riate. Costs for other categories 
U. 8. Bureau of Labor Statistics 


farch~april 104 the for this 
average COst 


service 
estimate on the State’s recent mail survey of transportation costs in 
in the original survey. 
4 Includes $13 for organizational dues and contributions and $32 
estimate, but the former is the same money allowance as shown in 
5 Federal and State income taxes and social-security taxes were the 1946 budget. They 
have been computed by the Women’s Bureau on the basis of 1949 shown with the State's 


permission. 
6 This tax of 1 percent, weighted in accordance with the t Louisville bears to the 
pe tion for the State as a whole (1940 census), amounts ¢o less than $2.55 
t of the total cost of either budget it not been included in the estimate. 

me. puted at same percentages of total for commodities and services plus savings as in the original 
Source: Kentucky De t of Industrial Relations. Bvidepes end Information Pustetaies 0 Waaes 
of Women and Minors in the Hotel and Restaurant Industry, February 1949. a ey See 
Evidence and Information P: Baty A and Minors in Laundry and Dry Cleaning, 
Hotel and Restaurant, and Other Industries, July 1946. Mimeograph. 
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TasLe XIII.—Estimated annual cost of budget for an employed woman in the District 
of Columbia, May 1953 


Item of expenditure Estimated average annual cost 
I sans bisoehpaie aceite nae $993. 00 
i ce cca cd Sede cccccccceuseeskesnee 290. 00 
ge eb dcccececdetuccucesscedsedews 363. 80 

CI esas Sc demcncsscdbdeccnuccsscccssseuwane 49. 00 

I ee See ee ee on 8 ae eee > o ee 51. 00 

ee WED oa To esol ccs sscatsscccreeszazesses 44. 00 

Recreation, including vacation. ---...-..--.2---2-ssccscc2i- 56. 00 

TI ns seers sess 6 sets sss eee 124. 80 

Miscellaneous expenses (contributions and gifts, and incidentals) _ 39. 00 

Total cost of commodities and services__________.____--_-- 1, 646. 80 

Padeee) see eS ns SoS 8S 8 Soe een ssn ss - 8 ese goa 308. 15 
[2 As. MEE nce cn sec cece eames s See Facer anita an aeie ens 
ebiel SANE access rece ec eset 2i cc eden 33. 13 
A, ot a Sate ts On ene A owen earn 220. 89 
Ree oe WUE. oS oco os cocssacoec cence care cedaeeee 2, 208. 97 


1 In 1937 a budget to cover the cost of maintenance and protection of health of a woman worker living alone 
in the District of Columbia, amounting to $884 annually, was approved by members of a wage conference 
called by the District Minimum Wage Board. This budget has since been the basis for estimating the cur- 
rent cost of living for an employed woman in the District. The May 1953 revision was made by the U. 8. 
Department of Labor, Bureau of Labor Statistics. The commodity and service categories, except for trans- 

rtation, were revised on the basis of changes in retail prices from May 1952 (the date of the last revision) 

May 1953, as measured by percent changes in suitable components of the Bureau of Labor Statistics Con- 
sumer Price Index for the District of Columbia (Revised Series). 

2 Represents cost of single woman living in boardinghouse with 2 meals a day furnished and eating her 
lunches in restaurants. Of the total room and board estimate of $993, $705, or 71 percent, is estimated for 
food, and $288, or 29 nt, for rent. 

3 Based on 52 week y passes at $2.40 per pass, the rate that went into effect Aug. 31, 1952. 

4 Taxes were not shown in the original budget. However, a A have been computed by the Bureau of 
Labor Statistics and are shown with the District’s permission. The Federal income tax is calculated on the 
basis of the rate becoming effective on Nov. 1, 1951. 

$ District of Columbia levies a personal income tax, but inasmuch as a $4,000 personal exemption went 
into effect on Jan, 1, 1950 (the exemption was $1,000 for 1947-49), no District income tax is paid by a person 
at the income level of this budget. 

6 An item for savings and insurance was shown in the original budget. Since 1946, revised estimated 
budgets have allowed a larger proportion, namely, 10 percent of the total budget. 


Source: Budget recommended by the Retail Wage Conference and accepted by District of Columbia 
Minimum Wage and Industrial Safety Board, Nov. 2, 1937. 





AMENDMENT OF FAIR LABOR STANDARDS ACT OF 1938 105 


TaBLe XIV.—Annual cost of a minimum budget for a single working woman living 
a a queens and eating some of her meals in restaurants in the State of California, 
ctober 1950 ' 


Item of expenditure Annual cost 
Food and housing *- - -- Pe sia =" ead . $1, 071. 68 


Clothing " : 180. 77 
Other living essentials... ________. ~ i ; 440. 01 


Clothing upkeep__.- : : 31. 16 
Personal care ‘ ey fi 37. 15 
Medical, dental, and optical care 3 en dao ha 104. 67 
Recreation, including vacation _ _ —_ ee tee we 95..79 
Education ‘and reading material _ _. 2 ee te % 10. 00 
Transportation _ -- ; ; 94. 79 
Miscellaneous expense _-_--- - - -- cus See 66. 45 
Total commodities and services. —- 1, 692. 46 
Federal income tax °_ ___--_~- wz 209. 42 
State income tax ® 
Social security tax, including unemploy ment compe nsation disability 
benefits tax, and old gue eeramee Wi: 5. ooo 2k. ccc met 50. 10 
Savings and private insurance ___- e eos : 52. 00 


Total cost of budget. -........-..---.- 0 oe ab 2, 003. 98 


1 The bud, fs is designed for a woman who is “entirely self-supporting, without dependents, single, be- 
wo 30 and 35 years of age, employed in a mercantile establishment or an office, and living in a boarding 
and rooming house 
? Based on prices. obtained by the Division ‘vf eT Statistics and Research in the areas of Los Angeles, 
San Francisco-East Bay, San ent and the of Fresno for October 1950. Allowances in total com- 
modities and services include sales and pain A 4 
3 Based on room and board in a guesthouse, including breakfast 7 days a week and dinner 6 days a week, 
less reduction allowed for 1 week away for vacation, plus lunch ond Sunday dinner in restaurants, plus sales 
taxes. Food (including taxes) amounts to $760.12; housing $311.56 
4 Calculated as 6 percent of total cost of commodities and services plus savings and insurance. In addition, 
an allowance of 1 percent of the total budget is included under social-security tax as the cost to the worker of 
the rogram which provides cash benefits for unemployment due to illness. 
alculated on the basis of the first 9 months of 1950 at the tax rate effective prior to October 1, 1950, and the 
last 3 months at the rate becoming effective October 1, 1950. If, however, the tax were calculated entirely on 
the basis of the newer rate, the Federal tax would be $247. 80, unemployment compensation disability benefit 
tax $20.44, old-age insurance tax $30.65, and the total budget $2,043 
¢ California State income tax not paid by a person at this level cit income. 


Source: California Industrial Welfare Commission. Budget for a Single Working Woman: Items, Quan- 
tities, and Costs as of October 1950. 
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Tasrx XV.—Annual cost of a minimum budget for a ae working woman living 
in a furnished room and eating meals in restdurants in Connecticut, March 1949 


Aperage 
- annual 

Item of expenditure cost | 
es Se en Succ ckanl tase yee eee $291, 20 
Food (3 restaurant meals a day)_..........._....-..--.-u..--.._-- 699. 72 
Re re tt cece Rene 239. 52 
Other living os eC aie. eg ss ea ee 379. 26 
gE FFE OCR Ne RELY EEE OUP Fy 30. 52 
SI ro ee ee kk. cede amiheee Soa 51. 77 
Medical, dental, and optical I atk: wince chek sens et a ee a Sie 70. 30 
Recreation, including DE. cnacel.. cdoa chon eee 96. 62 
Education and III «0: 0 wm <i n:aia.= oano-bvsininienntiediiendan aa 23. 45 
RUMI na G6 Glos nen s  cecccece séZAaeee ls eeeeealen 51. 00 
Miscellaneous expense.. biine do +e ssons aie bebe Se 55. 60 
Total commodities and services *________________-- se i eta 1, 609. 70 
I a atiedctinchtn ees sretiils &dda acco aitsticteban = kde ainon 179. 00 
TIN, os as os as a ity in wo ts te iggimntiodimme nignbadieianmathiaaels dni taaaial tate 
GT CUE . o Saba ie 0656 oue 56cessscknss anise deisnetiin 18. 67 
CD baci tend hequbiniddivcavichhatbasitonuiacdhviekiagaeel 52. 00 
OR MR cdi Lee 5 Lacie alala am tele Som « Mademie oe a ite 7. 20 
BRO: OE Ie canines ecsiqur cs ghininanatnentwane nabiiiestr eet 1, 866, 57 


! Based on prices obtained —_— State of Connecticut in 14 cities and towns in March 1949. 

2 An additional amount a ~ is included in miscellaneous expense for home laundry supplies. 
+A 1-percent sales tax ed in allowances for clothing, personal care, medical care, ao 

* The State of Gronsdiear ce not levy an income tax. 


Source: Connecticut Department of Labor, Bureau of Labor Statistics. An Annual Minimum Budget 
for Working Women in Connecticut, March 1949. Mimeographed. 


TasLte XVI.—Estimated annual cost of a budget for an employed woman living in a 
furnished room and eating meals in restaurants in Colorado, January 1949 














Estimated 
average 
annual 

Item of expenditure cost ! 

Bousing Gusaliited ceeGiieWseeds 2 os se oe i en eit $226 
Pood (S sesenaees aeee O Gay)... .. 0. ence ce ecb eee te 645 
RR a es Seas sh na do SRNR Liab is wc do Socas hes ob al uaa teen keene 279 
AR a is ee ol ar ese aaa te tau ae gmc 431 
SN Sc sci decsiendlgu al on wrt ws stiteitgimces axtaes ana ipl wollen wurde 33 
CN er a cunligt oie aan ae ens 62 
Medical, dental, and optical care. ...........-.....-~.---.-e0ne-ee 53 
DRC, Tn WIG noo ce cc eens cn nauéedueenio 91 
Education and reading material _____._......------ mina to iets 38 

alta ecient aE ig ate a enn ae wien ies kndienteuee 74 
Miscellaneous expense_-------~-..---- miele tarie harps alee a iC esata 80 
nD SURO CINE GUITRNII so. oii dc cinnses dus isdaneewuln 1, 581 
Sen TUNIN Ns)ct im acs thai ah es ne @ eS ay ees 171 
Eo k.c'e mine ah Disin eeepereua ee bea 9 
NT kw om iaiem inten eS wad wire eran ih ears aaa oaetal 18 
eres GING SUSU ENO SROENDS.. 2. oon cin ncn nec ccecccsecsantseebawene 34 
NS Ge Bis dnc ocncccmactssncckbne~ciunseedunieenn 1, 813 


1 The original budget was based on prices prevailing in Denver and in 12 other Colorado cities in October 
1947. The January 1949 figures are revised — made by the U. S. Department of Labor, Women’s 
Bureau. (For exp tion of method used, see p. 5. 

2 Federal and State income taxes were not ae for in the 1937 budget. They have been computed by 
the Women’s Bureau at rates applicable as of January 1949 and are shown with the State’s permission. 


Source: Industrial Commission of Colorado, Minimum Wage Division. Report of Cost of Living Survey, 
1937. [Unpublished data, 1937.] 
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Taste XVII.—Annual minimum for certain working persons in 
Massach 


usetis, F ry 196543 
Estimated average annual 
cost,' persons (men and 


Item of expenditure 
Housing (furnished room) 
Food (3 restaurant meals a day) * 
Clothing and clothing upkeep 
Other living essentials 


Medical and dental care 
Recreation, including vacation 
Education, reading material 


Contributions 
eae (phone calls, stationery, postage, cigarettes, sodas, 


Total cost of commodities and services 


1 The budget is based on prices obtained by the State of Massachusetts in 19 cities and towns during 
October 1953-January 1954. 

2 In September 1946, the Massachusetts minimum wage law was made applicable to adult male persons. 
The official budget represents the amount necessary to maintain a _eseres person of either sex. 

§ Annual food based on 51 weeks, remaining week included in vacation allotment. 

Note.—The Massachusetts cost-of-living budget is set up to show only the minimum expenditure for 
current consumption. Taxes, insurance, and savings are not included in the officia] figure. On the basis 
of the amount allowed for commodities and services, Federal income and social-security taxes would amount 
to $209 and $34.46, respectively, computed at rates applicable as of February 1954. The Massachusetts 
State income tax is not applicable to single persons with incomes under $2,000. 

Source:. Massachusetts Départment of Labor and Industries, the Division on the Necessaries of Life and 
the Minimum Wage Division. Annual and Weekly Minimum Budget for Certain Employed Persons 
in Massachusetts, February 1954. (Mimeographed.) 
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TasLe XVIII.—WorkeErs’ BupG@ets IN THE Unitep States, City FAmMiigs AND 
SINGLE Persons, 1946 anv 1947, Buperr QuANTITIES 


Food budget 
FOOD AT HOME = MEALS PER WEEK, 4,179 MEALS PER YEAR) 


Group Subgroup ! and item Unit per year 


) 


Baked goods and cereal | Bread 
products. Crackers, other baked goods aoe 
Flour. . 
Uncooked cereals, ete. 
Ready-to-eat cereals 
Milk, cream, and cheese.-..} Fluid milk 
Canned milk__ 


ee 
BeMEHERER | g 
owns 


PAIWOTHWEANK OWN FS AONNDOL OCHS NOOSOOCNBDOD*AICOKNOOCSD 


Fats and oils Butter, margarine 
Peanut butter._.___- 
Lard, vegetable shortening -- 
Table, cooking oil 
Mayonnaise, other salad eNO ttc di 
Stews, hamburger, frankfurters, fish, etc... - 
Roasts, round steak, pork chops, etc 
Steak, chops, rib roast, poultry, ete 
Bacon, salt pork 
Eggs......-.....- 


38 .R538 


= 
= 


Potatoes, sweetpotatoes -_______. 
Lettuce, asparagus, peas, ete --._- 
Cabbage, snapbeans, carrots, ete - . 
Celery, cauliflower, corn, ete... 
Onions, beets, ete - 

Tomatoes elie 

Peas, spinach, etc. 

Corn, beets, etc. 

Tomatoes, tomato — ts. 
Beans, peas, etc__. 





Fruits: 
Citrus fruit- ae oi aa een ee 
Apples, berries, banans aS, Eee cas 

Canned Grapefruit, citrus juices. ArRe 

Peaches, apple products, etc-- 
Prunes, raisins, etc.........- 

Sugar, sweets, and desserts._| Sugar ? 
Molasses, sirups, jellies, candy _ 
Packaged desserts 
Nuts__..- 
Chocolate and cocoa 


S28 sseuseenask ase 


10 go po spo BEBE 


Tea 
Malted milk beverage mixtures...___-...------__- 
Other beverages (1947 dollar allocation) --. ‘ 

Condiments Condiments (1947 dollar allocation) - .........-- 


28 
BR 


FOOD AWAY FROM HOME (3.6 MEALS PER WEEK, 189 MEALS PER YEAR) 


Lunches at work 

Lunches at school - 

Other meals_._.-- 

Ice cream cones, sodas, sundaes, candy (1947 dollar 
allocation). 

Soft drinks, beer (1947 dollar allocation) 


1 For additional items included in subgroups see explanatory notes on p. 32, Bulletin No. 927, U. 8. Depart- 
ment of Labor, Bureau of Labor Statistics. 

3 Since the quantity of sugar shown in the above table exceeded the 1946 ration of 5 pounds per person 
every 4 months, it was assumed for pricing the budget for the spring of 1946 that the sugar that could not 
be purchased was obtained in the form or sirup, jellies, candies, etc. 


Source: Workers’ Budgets in the United States, City Families and Single Persons, 1946 and 1947, 
Bulletin No. 927, U. 8. Department of Labor, Bureau of Labor Statistics. 
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EXPLANATORY NOTES 


cane at home.—Additional foods included in specified subgroups are shown 
ow: 


Major group Subgroup Additional! foods included 


Baked goods and cereal | Uncooked cereals, etc....._. Cornmeal, hominy, rice, rolled oats, wheat cereal, 
products. tapioea, sago, spaghetti, noodles, macaroni, 


cornstarch. 
| Bech boiling, corned, canned, chuck roast; Veal, 
|. stew; Lamb, stew, roasts other than leg; Pork, 
fresh, except chops and loin roast; Liver; Bo- 


Meat, poultry, and fish... Sees, hamburger, frank- 
'urters, fish, etc. 


Roasts, round steak, pork 


Beef, roasts except rib and chuck, dried; Veal, 
chops, ete. : 


roast; Lamb, leg; Pork, loin roast, smoked ham 
(whole, half), sausage; Poultry, chicken, stew- 
ing; Canned, Cooked meats; Game. 

Beef, porterhouse, sirloin steak; Veal, steak, 
chops; Lam, chops; Pork, cooked ham, smoked 
ham slices; Chickens, roasting, broiling; Turkey 
Other poultry. 


Lettuce, asparagus, peas, | Brussel sprouts, lima beans, peppers. 
Spinach, ene agen, , pumpkin, broccoli, okra, 


kale, col 
Celery, cauliflower, corn, Spring onions, eggplant, cucum bers. 


Steaks, chops, rib roast, 
poultry, ete. 


Vegetables: 
Fresh 


Winter onions, parsnips, summer squash, tur- 
nips, rutabagas. 
Asparagus, lima beans, snapbeans. 
Corn, beets, etc Mushrooms, sauerkraut, soup (except tomato), 
pickles, olives. 
Tomatoes, tomato products.| Tomato juice, puree, soup, paste, chili sauce, 


catsup. 
Lentils, dry corn, baked beans. 


Apricots, cherries, grapes, peaches, pears, pine- 
etc, apples, plums, melons. 
Peaches, apple products, ete.| Same fruits as in preceding group and also other 
canned fruits, cider, grape juice, noncitrus 
fruit juices 
Peaches, apricots, dates, figs, currants. 


Food away from home.—The budget allows 21 meals per person per week or 
are meals per year for the family. The quantities of food presented in the 
ve table provide 4,179 meals to be eaten at home or 80.4 meals per week for 
the family. The budget includes the other 189 meals as meals eaten away from 
home, 
Rent, fuel, and utilities budget 


. | Quantity 
Item Unit | per year 


Containing specified number of rooms and installed | Month.... 
—. | 
See SS of housing standards adopted i 
for the budget.) 
Water Cubic foot _ - ---- 
For “ighting, refrigeration, and electrical appliances.| Kilowatt hour _| 
For cooking and hot water heating Therm... -- at 
Requirements average 4,565 degree-days for 34 cities | B. t. u.’s- 
but vary from city to city. 


sees ae specified for fuel and utilities doe not apply when the cost of these items is included in the 
y rent 

2 ifm refrigerator is not furnished in rented dwelling the amortized cost, 
of the price, yp yn mr It is assum eee oD 
ome ly eee with the welling. If not, an amount equal to 6 percent of the purchase price must be 


the predominant type of —_ used for ane and hot water heating. In 
these cities, 3,360 kilowatt at should be substituted for 235 therms of ms. 

4 Heating fuel requirements ~“ relation to the len, S and sev ae of the cold season, type of structure, 
and type of heating ee he variation caused by climate is measured in standard British thermal 
units (convertible to equivalen' tities of coal, fuel oil, ete.) and the normal number of annual degree- 
days in a given city, as nea te the U.S. Weather Bureau. The average number of B. t. u.’s required 
ina city may be computed as nal 

Million of B. t. u.’s=— 84.323+-128.156 times the logarithm of the normal number of annual degree days. 
re example, for Minneapolis the calculation gives 115.8 million B. t. u.’s; for Houston it gives 15.7 million 

t. u.’s. 

The quantity of the most common type of heating fuel used in a given city can be determined by converting 

the required number of B. t. u.’s into the quantities of the type of fuel used. 


63528—55——_9 
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Housefurnishings budget 
[Quantities in this list shown in 2 forms for convenience of interpretation® 








Grow Item per 
° family 
Furniture: 
RAVENS GRAM... conccccccesenncedstl Upholstered davenport, chair (set) .......- | 0. 058 58 
ee VCO iin 0 wnismiticta wn nnciia . 039 39 
upholstered seat...................- . 068 68 
I i ee 077 7 
Table, IIIT oot tsticniemtomeatemiatien aie - 116 116 
ide hii ees et cdbidemmene - 029 29 
I a a roe neal bensipenieaadiibel | 019 19 
Ded WORcticccis dn ccitstimniandeeh Bed, chest, dresser (set). ......-.-----..--- . 048 48 
CNN aaa . 048 48 
ha ic ehilint« diMinntidbicddeuduiiilitdsnenctess - 106 106 
PI... .ccncsnvaiitnghthisbiioasensaual . 150 150 
ae . 048 48 
Dining room and kitchen..-......... nvidia eens eigateestsaeieaita . 020 20 
i icin atine stihinictiatiin as . 048 48 
ND CNG ots ccc clo ation htubewecne .019 19 
idan enn ecepettiionshneen . 309 309 
OOS in ccintiastis -ddapuigs ache Porch furniture, other unspecified items... ) 0) 
Equipment, appliances, tableware and 
housewares: 
Electrical equipment and appli- | Cookstove__....................-----..--- | 2.06 60 
ances. IIE oo nc no ctbidudid Ship cttbbbiobnce’ } 2.06 60 
I .07 70 
INOS 4 5c bdisedidikbaseane -O1 10 
Nc ati othiindabens< .01 10 
EES | - 06 60 
NI. ADE atte 2. tUee att ebdnn prawe - 20 200 
Be deciiinse cen ncereapenneiornnainobeais - 03 30 
SO ict hcteperses ened adele 2 taka ipionlin . 04 40 
a a le a ne . 09 90 
oct inte ctidetidbaseces | .03 30 
Tableware and housewares. .......- ee a ae ee | 15 150 
. Ty ~~" Teegeiraeeeroeneat | 6.00 6, 000 
SEES: vaianbinbeatil .01 10 
I sa ect nc iceman indetndesenniaan ie aie i 79 790 
NN 5. <. cSitadicéubaatldihibeoseqen - 50 500 
I cin tii ck india taaaniiaiians . 03 30 
ET Ie cincavsiethcneminiadiiaidinanaenniarene ee 1.40 1, 400 
NOE go ok citink reidk - stn bowweiuives posite -40 400 
i a i .10 100 
ere op Re ads Bt 1.00 1,000 
bt deb bh akibuictondanstideimeyued .13 130 
lois Pee ID iii bisa chi adicunaes seb an 8.00 8, 000 
Flat silver, kitchen utensils, insurance on () (3) 
furnishings, other unspecified items 
‘Textile housefurnishings: 
Ee re Axminster, 9 by 12 feet................-.... . 06 60 
Wool, scatter, 27 by 45 inches_-_........-.. . 25 250 
Cotton, scatter, 24 by 48 inches...........- 50 500 
Bee iciisicncidninesninnednsceusdanineta Wool, 50 percent or more._............---- . 24 240 
Wool, less than 50 percent................- 15 150 
i ia a ennai iii atiinipess . 20 200 
Other beOGing.nki ction dssadelbtlied PNNS Oboes Lee CuE ak cid ccclkaww 2. 16 2, 160 
II. oo we ccccccconsbilcluatiseuke 1.98 1, 980 
 AUM EG JU Uediddecddsilianmcccccnwe . 03 30 
EE. woosenastublpdbbeitubdblenscaea .29 290 
Eo tnincociilinhamantnpmeiyonanti tate abe 21 210 
I 6 Sebo a ak ice awe 20 200 
Dates Mais sithcin dj cecnnctiniitt ILL Sitice deb dettnbinded sacl vecee 3.17 3,170 
NR hake Uiiiicti se suieslete we 1.29 1, 290 
PRIN o ollsh abu dsddcbed ie biwe dibs noc 2.00 2, 000 
Dining room and kitchen linen - ---- Luncheon set (cloth, napkins)............-. . 64 640 
citi dri atm gennihemdbieendieeetl 1. 58 1, 580 
Sa Sei ies uiscbbweues 1.00 1, 000 
Ss. J cscten naiiahihe ehiptionghinmsinaie 2.00 2, 000 
WiReer CEs oc inten kth I db inti chiens db densécbbdpiiad 1. 66 1, 660 
QO hii cid tides chntniadion witli Slip covers, yard goods, other unspecified (4) 4 








1 Porch furniture and other unspecified items: Cost of this group of items is 9 percent of annual allowance 
for the itemized furniture items. 

2 Included in rent if furnished by landlord. 

3 Flat silver, kitchen utensils, etc. Cost of this group of items is 15 percent of annual allowance for the 
itemized equipment, appliances, tableware, and housewares. 

4 Slip covers, yard goods, etc.: Cost of this group of items is 9 percent of annual allowance for the itemized 
textile housefurnishings. 
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Household operation budget 


| Quantity 


Clothing budget 


Quantity per Quantity per 
year year 
Group and item ree Group and item —— ——— 


Hus- : 
Boy | band | Bos 


} 
Underwear—Continued 
0. 29 
Union suit, cotton 
Union suit, part-wool_......._| 
Nightwear: 


R88 


-18 
- 03 
. 08 

84 
- 83 70 
24 38 
- 06 | 51 
-10 


Jacket, cotton 
Suits: 

Wool, heavy weight 

Wool, light weight_. 


RS 
SS2ue 








Gloves, cotton. 
Gloves, leather 


hirts: 
Cotton, work (boys’, polo)... 
Cotton, other 


SSASRRR ZB 


Halt soles and heels (number). 
Heels only (number) 
Dry cleaning: 


¥ ment) 
"Underwear: Other: 
Undershirt, cotton iy Cleaning supplies (1947 dollar 
> 04 allocation 
Underdrawers, cotton 


See footnotes at end of table, p. 112. 
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Clothing budget—Continued 


} t] 
Wife Girl || 
| Underwear—Continued 
0. 45 Underwaist, cotton 
-2B Underwaist, part-wool 
27 Union suit, cotton 
° 20 Union suit, er -*-- ae 
Coats: it Union suit, part-wool_- 
Heavy, with fur ; eases Brassiere. - 
With no fur : . 32 | Gira corget.._...........- . 
Light, wool 2B .38 || Nightwear: 
a . ee ES .37 |) Nightgown, pajamas, cotton.. 
Raincoat : .14 Nightgown, pajamas, rayon-_| 
Sweaters: ! Nightgown, 
31 | . 59 | Bathrobe, wool 
Cotton , .04 || Hosiery: 
Jackets: i Stockings, rayon ?.- 

y : Stockings, nylon ? 
Ra ccicstcwacasgeteeunce , i Stockings, cotton 
Suits: Wool......-.- i i} Socks, anklets, cotton_ 
Dresses: | Socks, anklets, wool 

Si ecisiee | 
Cotton, street 
House dress 
OR. .ssssies 


Cap, beret 





j House slippers... . -- 
Skirts: || Rubbers, arctics: 
ies. hs thc a eleienhine 16 | ‘ Rubbers__-. 
Cotton : ‘ Arctics ____. 
Blouses: Accessories: 
Cotton ae icete * é Gloves, cotton. _. 
Rayon 7 (jaca . 28 | / 1] Gloves, leather - 
Housewear, sportswear: | Gloves, rayon 
Apron, smock - -..-.-- ‘ Gloves; woold................ 
Overalls, slacks : . 46 |) Handbag. -- 
Shorts- ‘ bad | Handkerchief 
Umbrella . 
Housecoat, cotton i Yard goods, cotton (yards) - weikhael 
bathrobe) - aces J i Shoe repairs: 
Housecoat, ray on. F a Half soles and heels (number) - 
Bathing suit Hee! lifts (number). ----.--- 
Underwear: Dry cleaning, pressing (garment). 
Slip, rayon Other: 
Slip, cotton Cleaning supplies (1947 dollar 
Panties, cotton allocation) 
Panties, rayon Miséellaneons accessories 
Panties, part-wool___--- 








BESNe B 








| 
| 
} 
| 


1 Miscellaneous accessories: Cost of this group of items is a specified percent of the annual allowance of 
clothing per person. The percents are as follows: Husband and wife, 3 percent; boy and girl, 2 percent. 
2 Estimated allocation for spring of 1946 was 10.01 rayon stockings and 1.07 nylon stockings. 


EXPLANATORY NOTES 


Method of adjusting annual purchases of clothing for intercity variations caused by climatic factors: 
The basie clothing budget is the average for United States cities. For each city, the quantities of a cg 
clothing articles, grouped as “‘heavy’’ and “light” items, are adjusted upwards or downwards in 
with local climatic coniiiians. The’ basis’ of’ the’ad jnstment. i is the normal number of annual degree my 
Degree days are defined as the sum of the deviations below 65° in the daily mean temperatire, as pu’ published. 
by the U.S, Weather Bureau. The adjustment factors are stated as percentages of the average for allel 
For the group of “heavy”’ articles, the percentage adjustment factors for a given city are ielated to the num- 
ber of degree days as follows: 
Men and boys: 64.4+-0.0072 X normal number of annual degree days. 
Women: 54.24-0,00903 X normal number of annual degree days. 
Girls: 18.7+-0.0165 X normal number of annual degree days. 
For the group of “‘light”’ articles, the adjustment factors are obtained as follows: 
Men and boys: 148.8—-0,0009 X norma] number of annual degree days. 
Women: 107.9—0.0016 X normal number of annual degree days. 
Girls: 111.3—0.0023 X normal number of annual degree days. 
The clothing articles classified as heavy and light are listed below. 
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Husband 


»Hat, felt. 
Overcoat. 
To > 
Jacket, wool. 
Jacket, leather. 
Suit, wool, heavy weight. 
Trousers, wool. 
Shirt, wool. 
Undershirt, part-wool. 
Underdrawers, part-wool. 
Unionsuit, part-wool. 
lette. 


Arctics. 
Gloves, cotton. 
Gloves, leather. 
Gloves, wool. 


Hat, straw. 

Raincoat. 

Jacket, cotton. 

Suit, wool, light oa. 
Suit, tropical worsted. 
Suit, cotton. 

Trousers, cotton, dress. 
Trousers, cotton, work. 
Shorts. 

Shirts, cotton, work. 
Shirts, cotton, other. 
Shirts, cotton and rayon. 
Slack suit. 

Bathing suit. 


Clothing budget—Continued 
HEAVY ITEMS OF CLOTHING 


| 
Boy 


| 

| Hat, felt. 
Cap, wool. 
Overcoat. 
Topcoat. 
Jacket, wool. 
Jacket, leather. 
Suit, wool, 

weight. 


Wife 


| Hat, felt. 
} Coat, wool, heavy 
weight, with fur. 
Coat, wool, heavy 
weight, no fur. 
Dress, wool. 
Arctics. 
Rubbers. 
‘Trousers, wool. Gloves, cotton. 
Undershirt, part-wool. Gloves, leather. 
Underdrawers, part-wool.| Gloves, rayon. 
Unionsuit, part-wool. Gloves, wool. 
Pajamas, flannelette. 
Rubbers. 
Arctics. 
Gloves, cotton. 
Gloves, leather. 
Gloves, wool. 


heavy 


LIGHT ITEMS OF CLOTHING 


| 

| Hat, straw, fabric. 
Coat, wool, light weight. 
Raincoat. 
Overalls, slacks. 
Bathing suit. 

| Shorts. 

| 

} 


Hat, straw. 
Cap, cotton. 
Raincoat. 
Jacket, cotton. 
Suit, wool, light weight. 
Trousers, cotton. 
Shorts. 
Shirt, cotton, polo. 
Shirt, cotton, other. 
Slack suit. 
Bathing trunks. 
Unde , cotton. 
Underdrawers, cotton. 
Unionsuit, cotton. 
Pajamas, cotton. 


ACT OF 1938 


| Coat, 


113 


| Hat, felt. 


Snow suit. 

wool, 
weight, no fur. 

Dress, wool. 

Panties, part-wool 

Underwaist, part-wooi. 

Unionsuit, part-wool. 

Nightgown, pajamas, 
flannel. 

Socks, wool. 

Arctics. 

Rubbers. 

Gloves, wool. 

Gloves, cotton. 

Gloves, leather. 


heavy 


Hat, straw, fabric. 
Coat, wool, light weight 
Raincoat. 

Play suit. 

Overalls. 

Bathing suit. 





114 AMENDMENT OF FAIR LABOR STANDARDS ACT OF 1938 


Medical care budget 


Quantity per year 


Group and item 


Medical, surgical procedures: 
Physicians’ calls: 


Tonsillectomy, adenoidectomy _- 

Appendectomy 

Other surgical procedures 
wae care, private nurse: 


Eye care: 
Refraction 
Le 


B285z8 £32 28 FEREE 


— 


X-ray 
Hospital service: 
Group hospitalization insurance plan ?__| Family mem- 


X-ray 
Laboratory services 
Physiotherapy services 
EY cet nnectnuitinekdsicdue ontikgwina 
Other medical services, not in hospital: 
X-ray 
Laboratory services 
Physiotherapy services 
Prescriptions 
Drugs and medical supplies ? (1947 dollar 
allocation). 


oS 


S§ 858 


$= 
—_ 
© 


! Physicians’ office calls include clinic calls, both public and private, specialists’ calls and calls of non- 
medical peasene, such as osteopaths, faith healers, etc. 


2 The get includes 1 family membership in a group hospitalization insurance plan in cities where such 
plans exist and do not exclude any sizable proportion of the poten. In places where plans are not 
available to all families the budget allows the following days of hospital care: 


Group hospitalization insurance plans vary as to the extent of X-ray, laboratory, physiotherapy, and 
anesthesia services which they offer. When a group hospitalization plan is included in the budget, the 
tellowing qualifications apply to the hospital X-ray, laboratory, and physiotherapy weights presented in the 

ve eS: 

(a) When a group hospitalization plan includes complete coverage of X-ray, laboratory, and physio- 
therapy services, the budget excludes separate weights for hospital services of this type. 

(6) When a group hospitalization plan offers no X-ray, laboratory or physiotherapy services, the budget 
includes separate weights for hospital services of this type. 

(c) When a plan offers some but not all of these services, the budget includes the portion of hospital 
services not covered by the plan. 

In places where hospital p are not available, the budget includes separate weights for hospital X-ray, 
laboratory, physiotherapy, and anesthesia. 

3 Included as medical supplies are bandage, gauze, ice bag, thermometer, etc. 


Notr.—Where “‘case”’ has been entered as a unit of quantity, it represents the various services attendant 
upon an illness, operation, etc., for a family member. A case of X-ray, for example, may involve one or a 
series of visits, ei for diagnosis or treatment. 
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Transportation budget 


i 
one ies with pop > 


Group and item 


Inspection 

Operator’s 

Repairs an sapinciunente © Gibkd dallas ciloantina) 

Parking and rent 

Tolls, a. — ages, accessories, and automobile 
ion 

Allowance for automobile purchase (1947 dollar allo- 


cations). 
Public t transportation: 
Local 


ian out of city 7 
Moving household effec’ 
Local * (1947 dollar allocations) 
To another city ® 


Public Fe Seepertas ion: 


on out of city 

Moving to another city ’ 

Moving household effects— 
Local § (1947 dollar allocations) 
To another city ° 


at BE 
#2 Ss 
83 Ss 


e she 8 


$3 ss 
st st Ear 28 


SR #ts 


_ 
= 


ie 


1 Tires.—Includes 0.97 new and 0.21 recapped tires. Estimated allocation for the spring of 1946 was 0.88 
new tires and 0.30 recaps for tires owned by automobile owner. 

2 Insurance.—The weight of 0.45, 1. e., 45 percent of the automobile owners, is applicable to all cities of 50,000 
or more in States where automobile insurance ts not compulsory. In cities in States where it is compulsory, 
a weight = 1 is substituted. 

- § Inspection fee.—Periodic inspection of automobiles is required in some but not all cities. For each city 
in whist inspection is required and a fee charged, the appropriate weight is to be used, e. g., if semiannual 
tnspection is required a weight of 2, etc. 

4 Repair and replacement.—$15.14 is the av e cost in 1947 of 34 cities. This total varies for individual 
cities according to differences in cost of labor an 

5 Parking and garage rent.—Cost of this group a specified percent of the total of operating costs listed 
above, as follows: 3.7 percent for cities with populations 50,000 to 1,900,000; and 6.5 percent for cities with 
Populations 1,900,000 or more. 

Tolls, fines, etc.—Cost of this group is 1 percent of the total of operating costs listed above. 

? Trips out of city.—The number of miles shown represents one trip, totaling 760 railroad-miles each year, 
for the Tollowing proportions of families: Automobile owner: all cities, 13 percent; nonautomobile owner— 
cities with population 50,000 to 1,900,000, 31 percent, and cities with population 1,900,000 or more, 49 percent. 

—$4.66 is the average cost in 1947 of 34 cities. This total varies for individual cities accord- 
to regional differences in mov 
Moving to another city.—The number of: miles shown represents 1 move of 390 miles each year for 4.2 per- 
cent of the families. 
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Reading and recreational budget 


Group 


RRS Ee eee Newspapers 
Magazines 
IIR Sai asaiins 
Paid admissions Movies, adults._- 
Movies, boy 
I Os isntinicapuentod 
| Plays, concerts, sport events 
| Purchase 
I aint ip arcane th bawsaneunii 
| Unspecified recreational items 


1 Radio repairs.—Cost of this item is 45 percent of the annual allowance for radio purchase. 
2 Unspecified recreational items.—Cost of this group of items is 28.5 percent of total cost of reading material, 
movie admissions, and radio purchase. 


EXPLANATORY NOTES 
Additional items included in specified subgroups are as follows: 


Subgroup and additional items included 


Paid admissions Plays, concerts, sport events: Bowling, dances, tennis, golf, etc. 
Unspecified reereational items: Hobbies, toys, games, social and recreational 
club dues; party favors and accessories; supplies, equipment, and licenses for 
pets. 


Personal care budget 


Group and item 





Services: 
Husband: 
TEE Te eae a ee eheaiae nad 
INC sir saincinstnin snails cds csincinaenentiaiieecela ainsi dadenaaeaiaeaalee 
Wife: 
SNES. 7. ats crane ivg-a.crtcmstisike are raouatietiomaceeneeapiiiaes nian 
Finger wave 
Permanent wave 
ee ae 
Children: 
Haircut, wr 
Haircut, gir 
Commodities: 
Husband: 


-» PP 
NIN WOCH WS 


as 


Shaving brush eke aeeea shaman eae 


5-ounce tube .... 
Shaving soap 
Shaving lotion 
Wife: 


- PP, NY. 


Rouge compact 
SNE CtU lias niotculntceswncincobsehanticuengokopad 
Hand lotion . 


i. se, soe 


Sanitary supplies 
Cleansing tissues 
All family members: 
Toilet soap 
Toothpaste 
Toothpowder 
Mouthwash__. 


- 
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S 
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Quantity 

per year 

age 

Cigars (each) a coed 38.5 


BRE ty i I 9 elt BN ERE IO IIR Lt aE 20. 1 


Communication budget 
Quentity 
Item per year 
Te ene oN Ne ee 145 
I ee vin asin 65 


Writing supplies (1947 dollar allocation) __ pees a . $1.25 


Gifts, contributions, and miscellaneous budgets 


Gifts and contributions——This group includes Christmas, birthday, and other 
presents to persons outside the immediate family and contributions to church and 
charities. Cost is 2.7 percent of total cost of goods and services. 

Miscellaneous items.—This group includes lodging away from home, music and 
dancing lessons for the children, legal expenses, and other unspecified items. 
Cost of these items is 1 percent of total cost of goods and services. 


School expense budget 

Item: 

Instructional supplies 

Athletic supplies 

Associations, entertainment 
Quantity per year: 

required in each community for boy (in ninth grade) and for girl (in third 
grade) 


Explanatory Notes; 


(1) The budget assumes both children attend public school and purchase only 
those items third and ninth grade pupils are expected to have and which are not 
supplied free by the school. 

(2) Additional items included in specified subgroups are as follows: 


Additional items in subgroup 
Instructional supplies__........._ Textbooks, writing supplies, maps, crayons, 
laboratory fees, workshop supplies, class- 
room subscriptions to periodicals, instruc- 
tional trips and excursions. 
Athletic supplies__............_._. Fees for gymnasium locker, lock, towels; 
athletic equipment and clothing. 
Associations, entertainment Student body associations, school entertain- 
ments in which pupils participate. 


Occupational expenses, insurance, and taxes 


Occupational expenses.—Dues to unions, business or professional associations; 
special clothing and equipment required for the occupation. These items, which 
are included in the estimated total cost of the budget as an average outlay of 
$22, should be determined for each individual situation. 

Insurance.—A life insurance policy to provide for the family during a period of 
adjustment in event of the death of the breadwinner. The premium should be 
determined for individual situations by taking into account the group insurance 
in effect. Insurance is included in the estimated total cost of budget at the 
average outlay of $85. 

Tazxes.—Personal taxes, poll taxes, and other capitation taxes, income taxes, 
Federal, State, and local taxes are included in the estimated total cost of the 
budget as legally required in each city. 
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TasLe XIX.—Crry Worxker’s Famity BupGcet ror OcToBerR 1951! 


The annual cost of a “modest but adequate’’ level of living for a 4-person 
urban family at October 1951 prices ranged from $3,812 in New Orleans to $4,454 
in Washington, D. C.; according to latest Bureau of Labor Statistics estimates 
of the City Worker’s Family Budget in 34 large cities. Cost of goods and services 
alone (exclusive of personal taxes, social-security deductions, life insurance, and 
occupational expenses) ranged from $3,441 in New Orleans to $3,965 in Washing- 
ton. Estimates of dollar costs of the total budget and major components are given 
in the accompanying table. 

The goods and services included in this budget describe a pattern of living 
characteristic of urban areas in the pre-World War II period, For nearly all of the 
34 cities, the 1951 estimates represent an increase in the cost of these goods and 
services of between 40 and 50 percent since the first pricing of the budget in 
March 1946. 

The City Worker’s Family Budget was designed to determine how much it 
costs a 4-person urban family to obtain the goods and services it requires to 
maintain a level of adequate living according to prewar standards prevailing in 
the large cities of the United States.!. The list of items included in the budget was 
developed for a family of 4 composed of a father, a housewife not gainfully em- 
ployed, and 2 children under 15 years of age.? Although this is generally larger 
than the average-size family in ~ cities at any one time, about half of urban 
families reach this size during the family existence. 

The budget does not show how an “average family” actually spends its money. 
Neither does it show how families should spend their money. Rather, it is the 
total cost of a representative list of goods and services considered necessary by 
urban families to provide for health, efficiency, the nurture of children, and 
participation in social and community activities. Information on how the average 
family actually spends its money is obtained in surveys of spending and savings 
which are made at intervals by the Bureau. 


BUDGET COMPONENTS 


Variations in housing costs, in the budget, which are based on rental units only, 
accounted for most of the cost differences between cities. Housing costs ranged 
from $581 in New Orleans to $1,034 in Washington, D. C. Rental rates for 5-room 
dwellings which meet the standard specified for the budget were obtained from 
comprehensive surveys of housing characteristics and rents made by the Bureau 
between November 1949 and February 1950. Estimates for the average rent in 
the 1951 City Worker’s Family Budget were made by applying to these rental 
‘rates the change in the Bureau’s rent index from the survey date to October 1951 
for each city. 

For most cities, housing costs increased from 2 to 7 percent between October 
1950 and October 1951. The greatest increases were found in Milwaukee (10 
percent), San Francisco and Los Angeles (about 9 percent), and Portland, Oreg. 
(7 percent) 3 


1 Reprinted from the Monthly Labor Review, May 1952. 

1 For a full explanation of the budget concepts and development see BLS Bulletin No. 927, Workers’ 
Budgets in the United States and Bulletin No. 1021, Family Budget of City Worker, October 1950, which 
contain all previous estimates of the budget costs and are reprinted from articles in the Monthly Labor 
Review, February 1948 (p. 133) and February 1951 (p. 152), respectively. 

2? Budgets for city worker families of other sizes have not been calculated. It is estimated that, to attain 
‘the same level of living, a 2-person family would need to spend for goods and services about 65 percent of the 
amount spent by a 4-person family; a 3-person family, about 84 percent; a 5-person family, about 114 percent; 


and a 6-person family; about 128 J 


nt. 

3 Rent controls were lifted in mber 1950 in Los Angeles and Portland and at the end of September 
1951 in Oakland, Calif., which is included in the San Francisco area rent sample. Rent controls had previ- 
ously been lifted as follows: Birmingham, May 1950; Houston, October 1949; Jacksonville, August 1949; 
Milwaukee, May 1950; Mobile, May 1950; Norfolk, March 1950 (recontrolled, October 1951); Richmond, 
a 1950; Los Angeles suburbs, November 1949 to June 1950; Virginia suburbs of Washington, D. C., June 
1 
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The cost of gas, electricity, heating fuel, water, refrigerators, and stoves was 
included in the housing estimates. When any of these items was not included in 
the reported contract rent of a dwelling unit, the annual cost of each facility was 
added, so that the estimated average housing costs are comparable between cities. 
The heating fuel included was a kind commonly used in the locality-——the amount 
allowed depending on the climate. 

While cities with warmer climates require less fuel generally, housing costs in 
Houston, one of the warmest cities, were equal to those in Milwaukee, one of the 
coldest cities, and were exceeded only in Washington and Richmond. However, 
New Orleans and Mobile—two other cities with warm climates—did have the 
lowest housing costs. 

In contrast to the wide variation in housing costs, relatively little difference 
was found in food costs between cities. Except for local taxes, the factors which 
affect food prices tend to make them uniform from city to city in contrast to the 
more local character of the factors affecting housing. The total cost of the food 
budget ranged from $1,296 in Milwaukee to $1,409 in Savannah, a difference of 8.7 
percent. ities having the highest food cdsts—Savannah, Mobile, Atlanta, Se- 
attle, and Birmingham—were among those in which a 3-percent State sales tax 
on foods was in effect. Of the 12 cities with lowest total food costs, only Kansas 
City had a sales tax on groceries. 

The cost of all other goods and services (excluding housing and food) ranged from 
$1,453 in Philadelphia to $1,646 in Seattle. This component of the city worker's 
family budget includes cost of clothing, housefurnishings, transportation, medical 
care, personal care, household operation, reading, recreation, tobacco, education, 
gifts and contributions, and miscellaneous expenses. 

In determining the specific list of items considered necessary for a modest but 
adequate level of living, scientific standards were used, when available, as a starting 
point. The largest expenditure group, food, was based on nutritional requirements 
recommended by the National Research Council combined with preferences of 
consumers, as observed in studies of family expenditures. The standards for 
housing were those established by the Federal Public Housing Administration and 
the American Public Health Association. 

Quantities of goods and services other than food and housing which were in- 
cluded in the budget were based on an analysis of family expenditure data ob- 
tained in surveys made between 1934 and 1941.4 Study of these data shows that 
at the lower end of the income scale differences in purchases by families at suc- 
cessive income levels are primarily in the quantities of items bought; in the higher 
income brackets these differences are due to the choice of higher quality and more 
expensive items. The quantities included in the budget were determined at the 
point on the income scale where the amounts bought increase proportionately less 
than the increases in family income. 

The estimated budget costs for October 1951 for clothing, housefurnishings 
medical care, personal care, household operation, and other groups combined 
were based on prices of a relatively small sample list of items. Therefore, only 
the total cost could be estimated within a satisfactory degree of accuracy and 
separate costs are not available for these groups. The October 1951 estimates of 
the food and housing budgets were based on price or rent samples sufficiently 
large so that separate cost figures could be prepared. 

ndividual preferences play a large part in the way families spend their money, 

so that even among families at the same economic level, such as the one repre- 

sented by the budget, some variation occurs in what is considered necessary for 
clothing, transportation, recreation, etc. 

Eunice M. Knapp, 
Division of Prices and Cost of Living. 

4 In the spring of 1951, the Bureau collected comprehensive re of urban consumer income, expendi- 

tures, and savings in 91 cities throughout the United States. new data will permit the redetermina- 

tion of the budget quantities which will make the budget more representative of current living standards; 


the development of budgets for different size families; and the study of possible differences in quantity 
budgets between cities of varying size and character. 
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Estimated annual costs in city worker’s ints budget for 4 persons, 34 large cities, 
October 1951 


Goods, rents, and services 


Other | Personal 
Other costs 3 taxes ¢ 
Housing!| Foods? |goods and 
services 


Atlanta, Ga $1, 381 $1, 529 
Baltimore, Md............. 1, 354 1, 582 
Birmingham, Ala..-...........- 1, 371 


1, 356 
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Cleveland, Ohio... 

Denver, Colo 

Detroit, Mich.................. 
Houston, Tex 

Indianapolis, Ind_............- 
Jacksonville, Fla 

Kansas City, Mo 

Los Angeles, Calif 

Manchester, N. H 

Memphis, Tenn__--- - 
Milwaukee, Wis 

Minneapolis, Minn 

Mobile, Ala 

New Orleans, La 

New York, N. Y 

Norfolk, Va 

Philadelphia, Pa 

ne 
Portland, Maine. _-.-.----- 
Portland, Oreg_.........- 
Richmond, Va 
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San Francisco, Calif....__- 
Savannah, Ga 


Seattle, Wash_- "s 
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| Estimated average rent, including cost of heat and utilities, of 5-room dwelling units meeting standards 
specified for budget. 

2 Includes allowance for 189 meals away ‘om meen and alcoholic beverages, snacks, etc. 

3 Includes allowances for life insurance, $85: upational expenses, $22; Federal old-age and survivors’ 
insurance, $54; and, as required by State law in “Aisbemm, California, and New York, employee contribu- 
tions to unemployment or disability insurance. 

4 Includes Federal and State or local income taxes at 1951 calendar year rates and per capita taxes as re- 
quired by State or local law. 
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TasLe X XII.—Gross average hourly earnings of production workers in high-wage and 
low-wage manufacturing industries—-1949-54 


1951 | 1082 


e manufacturing industries: ! 
average ? 
Weighted average ' 
Low-wage ns industries: ¢ 
Simple average ? 


1 Industries in which gross average hourly earnings in 1949 were more then 2 20 percent above the average 
for all manufacturing. 
: oe le arithmetic =. each component industry being weighted equally. 
component industry weighted by its employment. 
‘ Industries in which gross average hourly earnings in 1949 were more than 20 percent below the average 
for all manufacturing. 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Division of Manpower and Employment 
Statistics, June 1955. 


AppeEnprix III 
GRAPH I 


INCOME 
AND ADEQUACY OF FAMILY DIET 


% OF DIETS* 
100 


Protein 
75 


50 


- 0 $2,000 $4,000 $6,000 


*pRoviliNnG NRC ALLOWANCES AFTER COOKING CITY FAMILIES, SPRING 1948 


U.S. D. A. BUREAU OF HUMAN NUTRITION AND HOME ECONOMICS 
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Apprenprix IV 


GRAPH II 


OUTPUT PER MAN-HOUR AND 
“REAL” HOURLY EARNINGS 


MANUFACTURING 1914-1939 
1939-100 





40 40 
i910 1915 1920 1925 1930 1935 1940 


—— Prepared by U. 8. Department of Labor, Bureau of Labor Statistics for the Subcommittee on 
abor. 
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